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BY THE COMMISSION: 

On December 26, 1996, in Decision No. 59943, the Arizona Corporation Commission 

(“Commission”) adopted rules which provided the framework for the introduction of retail electric 

cornjotition in Arizona. I . ’ rules are currA I r~ . .  dt A.A.C R I  -! 9-1601 et seq. (“Rules” or “Electric 

Competition Rules”). Under the Rules adopted in December 1996. competition in the retail clectnc 

industry was to be phased-in beginning in January 1999. 

The Commission adopted certain modifications to the Electric Competition Rules on an 

ernzrgency basis on August IO, 1998, in Decision No. 6 1071 (the “Emergency Rules”). On 
26 11 December 11,  1998, in Decision No. 61272. the Commission adopted the Emergency Rules on a 
27 

permanent basis. On January 1 1, 1999, the Commission issued Decision No. 6 13 1 1 which stayed 
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the effectiveness of the Rules and related Decisions, and ordered the Hearing Division to I 

consideration of further comment and actions in the Docket. On April 23, 1999, the Commission 

issued Decision No. 61634, in which the Commission adopted :.iodifications to the Electric 

Competition Rules (“Revised Rules”). 

The Revised Rules were published in the Arizona Administrative Register on May 14, 1999. 

By Procedural Order dated April 2 1, 1999, public comment sessions were scheduled in Phoenix on 

June 14, and 23, 1999, and in Tucson on June 17, and 21, 1999. The April 21, 1999 Procedural 

Order also ordered interested parties to file written comments to the Revised Rules no later than May 

14, 1999, and to file responsive comments no later than June 4, 1999. After consideration ofthe 

filed written comments and oral comments received in the public comment hearings, the Hearing 

Division recommends the modification of the Revised Rules as set forth in Appendix A (“Proposed 

Modifications”). 

The Proposed Modifications are not substantive. Adoption of the Proposed Modifications 

will allow the Commission to more effectively implement the restructuring of the retail elc 

market by providing stakeholders with details of the structure and process of the introduction of 

competition into Arizona’s electric industry. 

The Proposed Modifications include the following provisions: 

The modifications to R14-2-203 and -209 are clarifications necessitated to conform to the 

revisions to Article 16 and to clarify who pays charges for meter rereads, respectively. 

The modifications to R14-2- 160 1 provide definitions for “Aggregation” and “Self- 

Agyregation“, “Ancillary Services” and “Public Power Entiti!” which were needed to clarify ternis 

utilized in the Revised Rules. The definiiw of Utility Distrioiltion Company (“UDC”) was 

amended to reinstate the word “constructs”. 

RI  4-2- 1602 is not modified. 

The modification of R14-2- 1603 clarifies that distribution cooperatives that provide 

Tompetitive Services within their distribution service temtories do not need to apply for a Certific-+- 

of Convenience and Necessity (“CC&N”), snd clarifies that applicants affiliated with an Affec. 
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Utility must demonstrate that they have a Commission-approved Code of Conduct as a requisite of 

certification. 

The modifications to R14-2-1604 clarify that small users are eligible to aggregaie their loads 

and are eligible to participate in the competitive market subject to the limitations of the phase-in 

period. The proposed modification also provides that a waiting list of residential customers 

interested in participating in the competitive market be made available to certificated Electric Service 

Providers upon request. 

The modification of R14-2- 1605 clarifies that distribution cooperatives providing services 

within their service temtories do not require a CC&N. 

The mwWications to R14-2-1606 define the term “open market” and further delineate the 

elements that must be unbundled in the Standard Offer Service tariffs. 

There are no proposed modifications to R14-2-1607(Recovery of Standard Cost) or -1608 

(System Benefits Charges). 

The modification to R14-2-1609 clarifies that the UDC retains the obligation to assure 

adequate transmission import and distribution capability to meet the needs of all distribution 

customers within its service temtory. The proposed changes were based upon parties’ comments 

that additional guidance regarding a UDC’s obligation concerning transmission import capability 

would be beneficial. The modifications do not alter the obligation established in the Revised Rules. 

No change was proposed for R14-2-1610 concerning in-state reciprocity. 

In R14-2-161 l(C), the word “terms” is changed to “provisions” to avoid confusion about the 

Comriission’s obligatio7 :onceming the confidentiality of special contracts. 

The modifications to R14-2-1612(C) add protections contained in A.R.S. S40-202 regarding 

the authorization to switch electric providers. In addition, Section 1612(I) was revised to clarify 

confusion about the tirneframe for terminating competitive service and returning a customer to 

Standard Offer Service. Section 1612(K) was revised slightly to p r o 4 e  that each competitive point 

of delivery shall be assigned a Universal Node identifie, and that the Load-Sbiving Entity developing 

the load profile determines if a load is predictable. Section 1612(N) was revised to provide the 
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minimum elements that should appear on every bill. 

R14-2-1613 was modified to remove the word “and” from Section 1613(A) and to correct 

the numbering of section 16 13(B). 

There is no proposed change to R14-2- 1614. 

The proposed modifications to R14-2-1615 replace the reference to “meters” in Section 

1615(B) with “Meter Services and Meter Reading Services” and replace the reference to service 

territory at the time of these rules with “its dktnbution service territory” in section 161 5(C). Also. 

the reference in Section 1615(C) to the generation cooperative is removed. 

The modification to R14-2-1616 clarifies that this section, requiring a Code of Conduct, 

applies to Affected Utilities, including cooper%ives !!-.at plan to offer Competitive Services through 

an affiliate and also provides minimum guidelines for the content of the required Codes of Conduct. 

Further, the modification clarifies that the Code of Conduct is subject to Commission approval after 

a hearing. 

The modifications to R14-2-1617 add language to Sections 1617(A) and (B) to clarify that 

Load-Serving Entities providing either generation service or Standard Offer Service must prepare 

the consumer information label, and correct a typo in Section 16 17(D). 

* * * * * * * * * * 

Having considered the entire record herein and being fully advised in the premises, the 

Commission finds, concludes, and orders that: 

FINDINGS OF FAC’r 

1. Decision No. 59943 enacted K14-2-1601 th‘ough -1616, the Retail Electric 

Competition Rules. 

2. Decision No. 61071 (August 10, 1998) adopted certain modifications to the Retail 

Electric Competition Rules and conforming changes to R!4-2-203, Rl4-2-204 and R14-2-208 

through R14-2-211 on an emergency basis. 

3. Decision No. 61272 (December 11, 1998) adopted the Emergency Rules ( , 
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permanent basis, including Staff‘s additional changes proposed on November 24, 1998. 
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4. Decision No. 6131 1 stayed the effectiveness of the Emergency Rules and related 

Decisions, and ordered the Hearing Division to conduct further proceedings in this Docket. 

5 .  In Decision No. 61634 (April 23, 1999), the Commission adopted the Revised Rules, 

which revised R14-2-201 through -207, -210 and -212 and R14-2-1601 through -1617. 

6.  The Revised Rules and the Economic, Small Business and Consumer Impact 

Statement were sent to the Secretary of State and published in the Arizona Administrative Register 

on May 14, 1999. 

7. Pursuant to Procedural Order dated April 21, 1999, public comment sessions on the 

Revised Rules were held in Phoenix on June 14, and 23, 1999, and in Tucson on June 17 and 2 1, 

1999, and interested parties filed written comments to the Revised !?des by May 14, 19n9, and filed 

responsive comments by June 4, 1999. 

8. After consideration of the filed written comments and oral comments received in the 

public comment hearings, the Hearing Division recommended the Proposed Modifications set forth 

in Appendix A, and incorporated herein by reference. The Proposed Modifications amend R14-2- 

203 and -209, and R14-2-1601, -1603 through -1606, -1609, -1611 through -1613, and -1615 

through -1617. 

9. The Concise Explanatory Statement for the Proposed Modifications is set forth in 

Appendix B, attached hereto and incorporated herein by reference. 

10. We believe that in the interest of economic efficiency, transaction processing methods 

used by market participants should be standardized and coordinated statewide, and that Commission 

Staff, market participants, and the Residential Utility Consumer Office should participate i n  a 

process to achieve the goal of consistent statewide applicLtion of transaction processing methods by 

the time that the Arizona market is open to full retail electric competition. To achieve this goal. :I 

Process Standardization Working Group, coordinated by the Director, Utilities Division or Director's 

designee, should be formed; and the Process Standardization Working Group should, as soon as 

practicable, submit a Report to the Commission containing Standardized Operating Procedures to 

or; used by all market participants. The Report should also contain any additional Staff 
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recommendations based on the Process Standardization Working Group’s review of trans? ’ -rl 

processing methods. 

CONCLUSIONS OF LAW 

1. The Commission has the authority for the Proposed Modifications pursuant to Article 

XV of the Arizona Constitution and A.R.S. $0 40-202 ,40-203,40-250,40-32 1,40-322, 40-33 I ,  

40-332,40-336,40-361,40-365,40-367 and A.R.S. Title 40, generally. 

2. 

3. 

4. 

approved. 

5. 

6. 

Notice of rulemaking and of the hearing was given in the manner prescribed by law. 

The Proposed Modifications are not substantive in nature. 

Adoption of the Proposed Modifications is in the public interest, and should be 

The Concise Explanatory Statement set forth in Appendix B should be auopted. 

Formation of a Process Standardization Working Group and submission of a Report 

as outlined in Findings of Fact No. 10 above will serve the public interest. 

ORDER 

IT IS THEREFORE ORDERED that A.A.C. R14-2-201 et seq. and R14-2-1601 et seq. as 

set forth in Appendix A and the Concise Explanatory Statement, as set forth in Appendix B are 

hereby adopted. 

IT IS FURTHER ORDERED that the Commission’s Utilities Division shall submit the 

adopted amended Rules A.A.C. R14-2-201 et seq. and R14-2-1601 et seq. to the Office of the 

Secretary of State. 

!T IS FURTHER ORDERED that within thirty days or the effective date of this Order. a 

Proczss Standardization Working Group shall be formed, which shall consist of Conmission Staff. 

market participants, and the Residential Utility Consumer Office; and shall be coordinated by thc 

il Director, Utilities Division or the Director’s designee. 

2511 IT IS FURTHER ORDERED that the Process Standardization Working Group shall meet 
26 

27 
as necessaly to review transaction processing methods used by market participants, for the purpose 

of standardizing and coordinating tnose methods. 

28/1 II 
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IT IS FURTHER ORDERED that on or before June 15,2000, the Director, Utilities Division, 

or the Director's designee, shall file with the Commission a Process Standardization Working Group 

Report, which shall contain Standardized Operating Procedures to be used by all market participants. 

The Report may also contain additional Staffrecommendations based on the Process Standardiz;ltiun 

Working Group's review of transaction processing methods. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

BY ORDER OF THE ARIZONA CORPORATION COMMISSION. 

CHAIRMAN /' YOMMISSIONER COMMISSIONER 

\ 
WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive 

Secretary of the Arizona Corporation Conunission, have hereunto set 
my hand and caused the official seal of the Commission to be affixed 
at the Capitol, in the City of Phoenix, this a(?%ay of 

& j 9 9 9 .  

/ 

DISSENT 
JR:dap 
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Appendix A 

TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS 

AND ASSOCIATIONS; SECURITIES REGULATION 

CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES 

ARTICLE 2. ELECTRIC UTILITIES 

Definitions - No Change 

Certificate of Convenience and Necessity for elecmc utilities; filing requirements 

on ceesin new plants - No Change 

Establishment of service - Modified 

Minimum customer information requirements - No Change 

Master metering - K Change 

Service lines and establishments - No Change 

Line Extensions - No Change 

Provision of service - No Change 

Meter reading - Modified 

Billing and collection - No Change 

Termination of service - No Change 

Administrative and hearing requirements - No Change 

Conservation - No Change 

ARTICI . ' . RETAIL i ..-. . . nlC COMPE'Tf';':ON 

Jetinitions - Modified 

Commencement of Competition -- No Change 

Certificates of Convenience and Necessity - Modified 

Competitive Phases - Modified 

1 DECISION NO. 19 L a  
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R 14-2- 1605. 

R14-2-1606. 

R14-2- 1607. 

R14-2-1608. 

R t 4-2-1 609. 

R14-2-1610. 

R14-2-1611. 

R14-2-16 12. 

R14-2-1613. 

R14-2- 16 14 

R14-2- I 6 I 5 

Rl4-2- 16 16. 

R14-2-1617 

Competitive Services - Modified 

Services Required To Be Made Available - Modified 

Recovery of Stranded Cost of Affected Utilities - No Change 

System Benefits Charges - No Change 

Transmission and Distribution Access - Modified 

In-state Reciprocity - No Change 

Rates - Modified 

Service Quality, Consumer Protection. Safety, and Billing Requirements - 

Reporting Requirements - Modified 

Administrative Requirements - No Change 

Separation of Monopoly and Competitive Services - Modified 

Code of Conduct - Modified 

Disclosure of Information - Modified 

modified 
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ARTICLE 2. ELECTRIC UTILITIES 

R14-2-201. Definitions - No change 

R14-2-202. Certificate of Convenience and Necessity for electric utilities; fi1ir.g requirements on certain 

new plants - No change 

R14-2-203. Establishment of service 

A. Nochange. 

B. Noch;?nge. 

C. Nochange. 

D. Service establishments, re-establishments or reconnection charge 

!. Fwh 4 i t y  may make a charge as approved by the Commission for the establishment, 

reestablishment, or reconnection of utility services, including transfers between Electric Service 

Providers. 

2. Should service be established during a period other than regular working hours at the customer's 

request, the customer may be required to pay an after-hour charge for the service connection. 

Where the utility scheduling will not permit service establishment on the same day requested, the 

customer can elect to pay the after-hour charge for establishment that day or his service will be 

established on the next available normal working day. 

For the purpose of this rule, the definition of service establishments are where the customer's 3. 

facilities are ready and acceptable to the utility and the utility needs only to install a meter. read a 

meter. or turn the service on. 

Service establishmen's with an Electric Service Provider will be scheduled for the next regular 4.  

meter read date if the direct access s e n i c e  request is provided pwassed I5 calendar days prior to 

that date and appropriate metering equipment IS in place. If a direct access service request is made 

in less than 15 days prior to the next regular read date, service will be established at the next 

regular meter read date thereafter. The utility may offer after-hours or earlier service for a fee. 

3 
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This section shall not apply to the establishment of new service, but is limited to a change of 

providers of existing electric service. 

E. Nochange. 

R14-2-204. 

R14-2-205. 

R14-2-206. 

R14-2-207. 

R14-2-208. 

Minimum customer information requirements - No change 

Master metering - No change 

Service Lines and Establishments - No Change 

Line Extensions - No Change 

Provision of Service - Nu Change 

R14-2-209 Meter Reading 

A. Nochange. 

B. Nochange. 

C. Meter rereads 

1. Each utility or Meter Reading Service Provider shall at the request of a customer, or the 

customer's Electric Service Provider, Utility Distribution Company (as defined in A.A.C. R14-2- 

1602) or billing entity reread that customer's meter within IO working days after such a request. 

Any reread may be charged to the customer, or the customer's Electric Service Provider, Utility 

Distribution Company (as defined in A.A.C. R14-2-1601) or billing entity making the request at a 

rate on file and approved by the Commission, provided that the original reading was not in error. 

When a reading is found to be in error. the reread shall be at no charge to the customer. or the 

customer's Electric Service Provider, Utility Distribution Company (as defined in A.A.C. R 14-2- 

160 1 ) or billing entity. 

2. 

3. 

D. Nochange. 

E. Nochange. 

F. Nochange. 

R14-2-210. Billing and collection - No change 

4 
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Termination of Service - No change 

Administrative and hearing requirements - No change 

Conservition - No change 

ARTICLE 16. RETAIL ELECTRIC COMPETITION 

Definitions 

In this Article, unless the context otherwise requires: 

1. “Affected Utilities” means the following public service corporations providing electric service: 

Tucson Electric Power Company, Arizona Public Service Company, Citizens Utilities 

Company, Arizona Electric Power Cooperative, Trico Electric Cooperative, Duncan 

Valley Elecmc Cooperative, Graham County Electric Cooperative, Mohave Electric 

Cooperative, Sulphur Springs Valley Electric Cooperative, Navopache Electric 

Cooperative, Ajo Improvement Company, and Morenci Water and Electric Company. 

2. “Aggregator” means an Electric Service Provider that, as Dart of its business, combines retail 

electric customers into a purchasing group. 

“Aaarenation means the combination and consolidation of loads of multide customers. 3. 

4. “Ancillarv Services’’ means those services designated as ancillaw services in Federal Energy 

Recrulatorv Commission Order 888, including the services necessary to sup~or t  the transmission of 

electricitv from resource to load while maintaining reliable operation of the transmission system in 

accordance with eood utilitv practice. 

”Bundled Service” means electric senic- provided as : pdckagc. to the consumer including all 

generation, transmission. distribution, ancillary and other services necessary to deliver and 

measure useful electric energy and power to consumers. 

- 5. %- 

- 6.5: 

- 7. X 

“Competition Transition Charge” (CTC) is a means of recovering Stranded Costs. 

“Competitive Services” means all aspects of retail electric service except those services 

5 DECISION NO. / qc,? 
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specifically defined as “Noncompetitive Services” pursuant to R14-2- 1601(27) or noncompetitive 

services as defined by the Federal Energy Regulatory Commission. 

“Cmtrol Area Operator” is the operator of an electric system or systems, bounded by 

interconnection metering and telemetry, capable of controlling 

interchange schedule with other such systems and contributing to 

interconnection. 

generation to maintain its 

frequency regulation of the 

“Consumer Education” is the provision of impartial informath to consumers about competition 

or Competitive and Noncompetitive Services and is distinct from advertising and marketing. 

“Cunent Transformer” (CT) is an electrical device used in conjunction with an electric meter to 

provide a measurement of energy consumption for metering purposes. 

“Direct Access Service Request” (DASR) means a form that contains all necessary billing and 

metering information to allow customers to switch electric service providers. This form must be 

submitted to the Utility Distribution Company by the customer’s Electric Service Provider. 

“Delinquent Accounts” means customer accounts with outstanding past due payment obligations 

that remain unpaid after the due date. 

“Distribution Primary Voltage” is voltage as defined under the Affected Utility’s Federal Energy 

Regulatory Commission (FERC) Open Access Transmission Tariff, except for Meter Service 

Providers, for which Distribution Primary Voltage is voltage at or above 600 volts (600V) through 

and including 25 kilovolts (25 kV). 

“Distribution Service” mems the + ‘ i \ - v  of electricity to a retail consumer through wires. 

transformers, and other devices that are not classified as mnsmission sewices subject to the 

jurisdiction of the Federal Energy Regulatory Commission: Distribution Service sxcludes 

Metering Services. Meter Reading Services, and billing and collection services. as those rerms arc 

used herein. 

“Electronic Data Interchange” (EDI) is the computer-to-computer electronic exchange of business 

u DECISION NO. c3 7 L,? 
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documents using standard formats which are recognized both nationally and internationally. 

“Electric Service Provider” (ESP) means a company supplying, marketing, or brokering at retail 

any Competitive <el /ices pulsuant to a Certificate of Convenience and Necessity. 

“Electric Service Provider Service Acquisition Agreement” or “Service Acquisition Agreement” 

means a contract between an Electric Service Provider and a Utility Distribution Company to 

I . . .  . ... - .. ----.deliver power to retail end users or between an Electric Service..Provider and a Scheduling 

- 16.44. 

I 7.44. 

Coordinator to schedule transmission service. 

“Generation” means the production of electric power or contract rights to the receipt of wholesale 

electric power. 

“Green Pricing” means a program offered by an Elech ic Service Provider where customers elect 

to pay a rate premium for electricity generated by renewable resources. 

“Independent Scheduling Administrator” (ISA) is an entity, independent of transmission owning 

organizations, intended to facilitate nondiscriminatory retail direct access using the transmission 

system in Arizona. 

“Independent System Operator” (ISO) is an independent organization whose objective is to 

provide nondiscriminatory and open transmission access to the interconnected transmission grid 

under its jurisdiction. in accordance with the Federal Energy Regulatory Commission principles of 

independent system operation. 

“Load Profiling” is a process of estimating a customer’s hourly energy consumption based on 

measurements of similar customers. 

”Load-Servinj Entity” means an Electric Service Provider, P ffectsd Utility 0; Utility Distribution 

Company. excluding a Meter Service Provider, and Meter Readlng Service Provider. 

*Meter Reading Service” means all functions related to the collection and storage of consumption 

data. 

“Meter Reading Service Provider” (MRSP) means an entity providing Meter Reading Service, as 

7 DECISION NO. 6 / 9 a 



- 26.14. 

- 27.23. 

- 2a.a .  

au. 

- 30.28. 

- 32.38. 

- 33.34. 

DOCKET NO. RE-OOOOOC-94-0 165 

that term is defined herein and that reads meters, performs validation, Lditing, and estimation on 

raw meter data to create billing-ready meter data; translates billing-ready data to an approved 

forma . posts this data to a server for retrieval by billing agepts; manages the server; exchenges 

data with market participants; and stores meter data for problem resolution. 

“Meter Service Provider” (MSP) means an entity providing Metering Service, as that term is 

defined herein. 

”Metering and Metering Service” means all functions related to measuring electricity 

consumption. 

“Must-Run Generating Units” are those local ge. .-sting units that are required to run to maintain 

distribution system reliability and to meet load requirements in times of congestion on certain 

Fqrtions of the interconnected transmission grid. 

“Noncompetitive Services” means Disbibution Service, Standard Offer Service, transmission and 

any ancillary services deemed to be non-competitive by the Federal Energy Regulatory 

Commission, Must-Run Generating Units services, provision of customer demand and energy data 

by an Affected Utility or Utility Distribution Company to Electric Service Providers, and those 

aspects of Metering Service set forth in R14-2-1612(K). 

“OASIS” is Open Access Same-Time Information System, which is an electronic bulletin board 

where transmission-related information is posted for all interested parties to access via the Internet 

to enable parties to engage in transmission transactions. 

“Operating Reserve” means the generation capability above firm system demand ssed to provide 

for regulation, load forecasting error. equipment forcec and scheduled outeges. and local area 

protection to provide system reliability. 

”Potential Transformer” (PT) is an electrical device used to step down primary voltages to I20V 

for metering purposes. 

“Provider of Last Resort’’ means a provider of Standard Offer Service to customers within the 

8 DECISION NO. 1 7 67 
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provider’s certificated area whose annual usage is 100,000 kWh or less and who are not buying 

competitive services. 

“Public Power Entity” incornrates bv reference the definition set forth in A.R.S. B 30-801.16. 34. 

- 35.32: 

- 36.33. 

- 37. 

- 38.34. 

- 39.35 

“Retail Electric Customer” means the person or entity in whose name service is rendered. 

“Scheduling Coordinator” means an entity that provides schedules for power transactions over 

transmission or distribution systems to the party responsible for the operation and control of the 

transmission grid, such as a Control Area Operator, Arizona Independent Scheduling 

Administrator or Independent System Operator. 

“Self-.‘ xreeation” is the action of a retail electric customer or ~ O U D  of customers who combine 

their own metered loads into a single Durchase block. 

“Standard Offer Service’’ means Bundled Service offered by the Affected Utility or Utility 

Distribution Company to all consumers in the AtTected Utility’s or Utility Distribution Company’s 

service territory at regulated rates including metering, meter reading, billing and collection 

services, demand side management services including but not limited to time-of-use, and edw 

consumer information services. All components of Standard Offer Service shall be deemed 

noncompetitive as long as those components are provided in a bundled transaction pursuant to 

R 14-2-1 606(A). 

“Stranded Cost” includes: 

a. The verifiable net difference between: 

1. The net original c w +  - C  -11  the prudent jurisdictional assets and obligations 

necessary to furnish electricity (such as generating plants, purchased power 

contracts. fuel contracts. and regulatory assets). acquired or entered into prior to 

December 26, 1996, under traditional regulation of Affected Utilities; and 

The market value of those assets and obligations directly attributable to the 

introduction of competition under this Article; 

ii. 
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b. Reasonable costs necessarily incurred by an Affected Utility to effectuate divestiture of 

its generation assets; 

Reasonable employee severance and retraining costs necessitated by electric competition, 

where not otherwise provided; and 

Other transition and restructuring costs as approved by the Commission as part of the 

Affected Utility’s Stranded Cost determination pursuant to R14-2-1607. 

C. 

d. 

40.36. “System Benefits” means Commission-approved utility low income, demand side management, 

Consumer Education, environmental, renewables, long-term public benefit research and 

development and nuclear fuel disposal and nuclear power plant Cxommissioning prograx, and 

other programs that may be approved by the Commission from time to time. 

“Transmission Primary Voltage” is voltage above 25 kV as it relates to metering transformers. 

”Transmission Service” refers to the transmission of electricity to retail electric customers or to 

electric distribution facilities and that is so classified by the Federal Energy Regulatory 

Commission or, to the extent permitted by law, so classified by the Arizona Corporation 

Commission. 

“Unbundled Service” means electric service elements provided and priced separately, including, 

but not limited to, such service elements as generation, transmission, distribution. Must Run 

Generation. metering. meter reading, billing and collection and ancillary services. Unbundled 

Service may be sold to consumers or to other Electric Service Providers. 

4 L S  

- 42.38. 

43.39. 

~ 4 4  *‘Utility Distribution Company” (UDC) means the electric utility entity regulated by the 

Commission that operates,constructs and ;.iaintains the distrihu*ior. system for the delivery of 

power to the end user point of delivery on the distribution system. 

“Utility Industry Group” (UIG) refers to a utility industry association that establishes national 

standards for data formats. 

”Univeraal Node Identifier” is a unique. permanent, identification number assigned to each service 

45.4. 

46.42. 
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delivery point. 
Commencement of Conmetition - No change R14-2-1602. 

R14-24603. 

A. 

Certificates of Convenience and Necessity 

Any Electric Service Provider intending to supply Competitive Services shall obtain a Certificate of 

Convenience and Necessity from the Commission pursuant to this Article. An Affected Utility need not 

apply for a Certificate of Convenience and Necessity to continue to provide electric service in its service 

area ddiing the transition period set forth in R14-2-1604. A Utility Distribution Company providing 

Standard Offer Service, or services authorized in R14-2-1615. after January I, 2001, need not apply for a 

Certificate of Convenience and Necessity. All other Affected Utility affiliates created in compliance with 

R:4-2- 16 1 S(ALdrd11 be required to apply for appropriate Certificates of Convenience and Necessity. 

Any company desiring such a Certificate of Convenience and Necessity shall file with the Docket Control B. 

Center the required number of copies of an application. In support of the request for a Certificate of 

Convenience and Necessity, the following information must be provided: 

1. 

2. 

A description of the electric services which the applicant intends to offer; 

The proper name and correct address of the applicant, and 

a. 

b. 

c. 

d .  

.A tariff for each service to be provided that states the maximum rate and t e r n  and conditions that 

The full name of the owner if a sole proprietorship, 

The full name of each partner if a partnership, 

A full list of officers and directors if a corporation. or 

A full list of the members i f  a limited liability corporation: 

3. 

wll apply to the provision of the service: 

:\ description of the applicant's technical ability to obtain and deliver electricity if appropriate and 

to provide any other proposed services; 

4. 

5 .  Documentation of the financial capability of the applicant to provide the proposed services, 

including the most recent income statement and balance sheet. the most recent projected income 
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statement, and other pertinent financial information, Audited information shall be provided if 

available; 

A description of the form of ownership (for example, partnership, corporation); 

For an amlicant which is an affiliate of an Affected Utility. a statement of whether the Affected 

Utilitv has complied with the reauirements of R14-2-1616. including the Commission Decision 

amroving the Code of Conduct, where zv~licable; and a 

6. 

7. 

8. 

C. Nochange. 

D. Nochange. 

E. Nochange. 

F. Nochange. 

G. Nochange. 

H. Nochange. 

I. No change. 

J. No change. 

K. Nochange. 

R14-2-1604. Competitive Phases 

A. 

Such other information as the Commission or the staff may request. 

At the ,'.*- .-tablished pursuant to R14-2-1602(A). each Affected Utility shall make available at least 20% 

of its 1995 system retail peak demand for compeiitiw generation supp'y on a first-come. first-served basis 

as further described in this rule. First-come. first-served for the purpose of this rule. shall be determined for 

non-residential customers by the date and time of an Electric Service Provider's f i l ing of a Direct Access 

Service Request with the Affected Utility or Utility Distribution Company. The effective date of the Direct 

Access Service Request must be within 60 days of the filing date of the Direct Access Service Request. 
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Residential customer selection will be determined under approved residential phase-in programs as 

specified in R 14-2-16W.B.4. 

C: All Affected Utility customers with single premise non-crmcident peak del and load of 1 MW or 

greater will be eligible for competitive electric services upon the commencement of competition. 

Customers meeting this requirement shall be eligible for competitive services until at least 20% of 

the Affected Utility's 1995 system peak demand is served by competition. 

Any class of customer may aggregate into a minimum combined load of 1 MW or greater within 

an Affected Utility's service territory and be eligible for competitive electric services. From the 

commencement of competition pursuant to R14-2-1602 through December 3 I ,  2000, aggregation 

of new competitive customers will be allowed until such time as at least 20% of the Affected 

Utility's 1995 peak demand is served by competitors. 

Affected Utilities shall notify customers eligible under this subsection of the terms of the 

subsection no later than 60 days prior to the start of competition within its service territory. 

Effective January 1. 2001. all Affected Utiliw customers irresmctive of size will be eligible for 

&regation and Self-Aeeregation. Anereeation and Self-Aggregation customers purchasing their 

electricity and related services at any time after the effective date of these rules must do so from a 

certificated Electric Service Provider as Drovided for in these rules. 

2. 

3.  

4. 

B. As part of the minimum 20% of 1995 system peak demand set forth in R14-2-1604(A). each Affected 

L'tility shall reserve a residential phase-in program that provides a n  increasing minimum percentage of 

residential customers with access to competitive electric services according to the following schedule: 

I January 1, 1999 1 '%Yo 

2 '5 o/o 

3 Y. Yo 

April 1. I999 

July 1,  1999 

October 1, 1999 5 Y O  

January I ,  2000 6 'A% 
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April 1 .  2000 7 %% 

July 1,2000 8 %Yo 

Cktober 1,2000 1 0% 

Access to the residential phase-in program will be on a first-come, first-served basis. The 

Affected Utility shall create and maintain a waiting list to manage the residential phase-in 

program, which list shall Dromtlv be made available to any certificated Load-Servine Electric 

Service Provider uuon reauest. 

Residential customers participating in the residential phase-in program shall be permitted to use 

load profiling to satisfy the requirements for hourly consumption data; however, they may choose 

2. 

3. 

other metering options offered by their Electric Service Provider consistent with the Commission's 

rules on Metering. 

If not already done, each Affected Utility shall file a residential phase-in program proposal to the 

Commission for approval by Director, Utilities Division by September 15, 1999. Interested 

parties will have until September 30, 1999, to comment on any proposal. At a minimum, the 

residential phase-in program proposal will include specifics concerning the Affected Utility's 

proposed: 

a. 

b. 

4. 

Process for customer notification of residential phase-in program; 

Selection and tracking mechanism for customers based on first-come, first-served 

method: 

Customer notification proce- -..A -+her education and information services to be offered: 

Load Profiling methodology and actual load profiles. if Pvailable: and 

Method for calculation of resewed load. 

C. 

1. 

e. 

After the commencement of competition pursuant to R15-2-1602. each Affected Utility shall file 

quarterly residentiai pna:.+-.~r program reports within 45 days of the end of each quarter. The i 

such report shall be due within 45 days of the 1" quarter ending after the start of the phase-in of 

5 .  
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competition for that Affected Utility. The final report due under this rule shall be due withm 45 

days of the quarter ending December 31, 2002. As a minimum, these quarterly reports shall 

include: 

a. The number of customers and the load currently enrolled in residential phase-in program 

by Energy Service Provider; 

The number of customers currently on the waiting list; 

A description and examples of all customer education programs and other information 

services including the goals of the education program and a discussion of the 

effectiveness of the programs; and 

An overview of comments and survey results From participating residential customers. 

b. 

C. 

d. 

a r e g a t i o n  or Self-Amrepation of residential customers is allowed subject to the Limitations of 

the Dhase-in Dercentaees in this rule. 

- 6. 

C. Nochange. 

D. Nochange. 

E. Nochange. 

F. Nochange 

R14-2-1605. Competitive Services 

Except as provided in R14-2-161XCL Competitive Services shall require a Certificate of Convenience and 

Necessity and a tariff as described in R14-2-1603. A properly certificated Electric Service Provider may offer 

Comprtltive ?-r\.I-s under bilateral or multilateral contracts with retail consumers. 

R14-2-16J6. 

A. No change. 

B. 

Services Requiied To Be Made Available 

.-\tier January 1. 2001, power purchased by an investor owned Utility Distribution Company for Standard 

Offer Service shall be acauired from the competitive market through prudent. arm’s-length transactions, 

and with at least fifty Dercent through a cometitive bid r)rocess. 

15 
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C. 

-- 
Standard Offer Tariffs 

1. By July , 1999, or pursuant to Commission Order, whichever occurs first. each Affected Utiliiy 

shall file proposed tariffs to provide Standard Offw Service. Such rates shall not become effective 

until approved by the Commission. Any rate increase proposed by an Affected Utility or Utility 

Distribution Company for Standard Offer Service must be fully justified through a rate case 

proceeding. 

Standard Offer Service tariffs shall include the following elements, each of which shall be clearly 

unbundled and identified in the filed tariffs: 

a. ComDetitive ServicesHeemety: 

2. 

(1) 

(2) 

Generation. which shall include all transaction costs and line losses; 

Competition Transition Charge, which shall include recovery of generation 

related regulatory assets; 

(3) Generation-related billina and collection; 

(4 1 Transmission Services; 

( 5 ,  Metering Services; 

(6)  Meter Reading Services; and 

(7) ODtional Ancillary Services. which shall include sDinning reserve service, 

supolemental reserve. regulation and freauencv resoonse service. and enerev 

imbalance service. 

b. Non-Comuetitive Services: &Jehw=y 

( 1 ) Distribution services: 

(2) Reouired Ancillarv services. which shall include schedullnn. system control and 

dha tch  service, and reactive suoolv and voltage control from aeneration 

sources service; . .  
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(3) Must-Run Generatine Units;- 

[41 Svstem Benefit Charges: and 

IS, Distribution-related billine and collection. 

f!: 

t? .- 

(3 :  

8. - 
. .  T b € L  .:; - 

Affected Utilitizs and Utility Distribution Companies may file proposed revisions to such rates 

Any rate increase proposed by an Affected Utility or Utility Distribution Company for Standard 

Offer Service must be hlly justified through a rate case proceeding. which may be expedited at 

the discretion of the Utilities Division Director. 

Such rates shall reflect the costs of providing the service. 

Consumers receiving Standard Offer Service are eligible for potential future rate reductions as 

authorized by the Commission. 

After Januar. 2, 2001, tariffs for Standard Offer Service shall not include any special discounts or 

contracts with terms. or any tariff which prevents the customer from accessing a competitive 

option, other t h L l l  ,.,.is-of-use rates, interruptible rates or se.f-prneration deferral rates. 

3. 

4. 

5 .  

6. 

D. m t h e  effective date of these rules My&WW, or pursuant to Commission Order. whichever occurs first. 

each Affected Utility or Utility Distribution Company shall file an Lnbundled Service tariff which shall 

, d u d e  a Noncompetitive Services tariff. The Unbundled Service tariff shall calculate the i tem listed in 

R 14-2-16021C)(2)fb) on the same basis as those items are calculated in the Standard Offer Service tariff, 
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E. Nochange. 

F. Nochange. 

G. Nochange. 

H. Nochange. 

I. No change. 

R14-2-,1607. Recovery of Stranded Cost of Affected Utilities - No Change 

R14-2-1608. System Benefits Charges - No Change 

R14-2-1609. Transmission and Distribution Access 

A. Nochange. 

B. Utility Distribution Companies shall retain the obligation to assure that adequate transmission import 

capability is available to meet the load requirements of all distribution customers within their service areas. 

Utilitv Distribution Comanies shall retain the obligation to assure that adeauate distnuution system 

caDacitv is available to meet the load reauirements of all distribution customers withm their service areas. 

C. Nochange. 

D. Nochange. 

E. The Affected Utilities that own or operate Arizona transmission facilities shall file a proposed Arizona 

lndependent Scheduling Administrator implementation plan with the Commission within 30 days of the 

Commission’s adoption of final rules herein. The implementation plan shall address Arizona Independent 

Scheduling Administrator governance, incorporation, financing cnd staffing; the acquisition of physical 

facilities and staff by the Arizona lndependent Scheduling Adminismator; the schedule for the phased 

dt velopment of Arizona lndependent Scheduling Administrator fun, ionality and DroDosed transition to a 

rwional IS0 or Regional Transmission Organization; contingency plans to ensure that critical functionality 

is in place no later than 3 months following adoption of final rules herein by the Commission; and any 

other significant issues related to the timely and successful implementation of the Arizona Independent 

Scheduling Adminisrrator. 
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F. No change. 

C. Nochange. 

H. Nochange. 

I. No change. 

J. No change. 

R14-2-1610. 

R14-2-1611. Rates 

A. Nochange. 

B. Nochange. 

C. 

In-state Reciprocity - No change. 

Prior to January 1, 2001, competitively negotiated ccj. ... acts governed by this Article customized to 

individual customers which comply with approved tariffs do not require m h e r  Commission approval. 

However, all such contracts whose te rn  is 1 veal or more and for service of 1 MW or more must be filed 

with the Director, Utilities Division as soon as practicable. If a contract does not comply with the 

provisims of the Load Serving Entity's approved tariffs, it shall not become effective without a 

Commission order. The provisions t e ~ ~ l s  of such contracts shall be kept confidential by the Commission. 

D. Nochange. 

E. Nochange. 

F. Nochange. 

R14-2-1612. 

A. No change. 

B. ;Go change. 

C. 

Service Quality, Consumer Protection, Safety, and Billing Requirements 

No consumer shall be deemed to have changed providers of any service authorized in this Article 

(including changes from the Affected Utility to another provider) without written authorization by the 

consumer for service from the new provider. If a consumer is switched to a different ("new") provider 

without such written authorization, the new provider shall cause service by the previous provider to be 
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resumed and the new provider shall bear all costs associated with switching the consumer back to the 

previous provider. A new Drovider who switches a customer without written authorization shall also refund 

to the retail electricitv customer the entire amount of the customer's electricitv charges attributable to the 

electric Izeneration service from the new Drovider for 3 months. or the period of the unauthorized service, 

whichever is more. A Utility Distribution Company may reauest the Commission's Consumer Services 

Section Iw+tb+@ to review or audit written authorizations to assure a customer switch was properly 

authorized. A written authorization that is obtained by deceit or deceptive practices shall not be deemed a 

valid written authorization Electric Service Providers shall submit reports within 30 days of the end of 

each calendar quarter to the Commission itemizing the direct complaints filed by customers who have had 

their Electric Service Providers changed without their authorization. Violations of the Commission's rules 

concerning unauthorized changes of providers may result in penalties, or suspension or revocation of the 

provider's certificate. z n  

form resuesting electric service from the new Drovider: 

1. 

2. 

The authorization shall not contain any inducements; 

The authorization shall be in leeible print with clear and Dlain laneuaae confirmine the rates, 

terms. conditions and nature of the service to be Drovided; 

The authorization shall not state or suwest that the customer must take action to retain the 

customer's current electricity supplier; 

The authorization shall be in the same I a n 2 2  

provided to the retail electric customer; and 

L o  box or container mav be used to collqcEntries for sweeos-kes or a contest that, at the same 

time. is used to collect authorization bv a retail electric customer to change their electricity 

sumlier or to subscribe to other services. 

3 .  

4. 

3 .  -- 

D. Nochange. 

E. Nochange. 
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F. Nochange. 

C. Nochange. 

H. Nochange. 

1. 
. .  

Electric Service Providers shall give at least 5 days notice to their customer 

. .  . of scheduled return to Standard Offer S e r v i c e n  

E. Electric Service 

Providers shall provide 15 calendar days notice Drior to the next scheduled meter read date to the 

amromiate Utility Distribution Comanv regarding the intent to terminate a service agreement. Return of 

that customer to Standard Offer Service will be at the next regular biliine cycle if aDDropriatt metering 

esuiDment is in dace  and the request is Drovided 15 calendar daw Drior to the next regular meter read date. 

Responsibility for charges incutTed between the notice and the next scheduled read date shall rest with the 

Electric Service Provider. 

J. Nochange. 

K. Additional Provisions for Metering and Meter Reading Services 

1. When authorized by the consumer. an Electric Service Provider who Drovides metering or meter 

reading services uertaining to a Darticular consumer shall Drovide aDprouriate meter reading data 

via standardized ED1 formats to all aDDlicabie Electric Service Providers serving that same 

consumer. 2 

3 - m -  

2 .  Any person or entity relying on metering information provided by a+wtkef Electric Service 

Provider may request a meter test according to the tariff on file and approved by the Commission. 

However. if the meter is found to be in error by more than 3%, no meter testing fee will be 

charged. 

21 DECISION NO. I? / 9 



DOCKET NO. RE-OOOOOC-94-0165 
3. Each competitive point of delivery etls(e~lef shall be assigned a Universal Node Identifier &wee& 

by the Affected Utility or the Utility Distribution Company whose 

di-tribution system serves the customer. 

Unless the Commission grants a specific waiver, all competitive metered and billing data shall be 

translated into consistent, statewide Electronic Data Interchange (EDI) formats based on standards 

approved by the Utility Industry Group (UIG) that &aJ een be used by the Affected Utility or the 

Utility Distribution Company and the Electric Service Providcr. 

Unless the Commission grants a specific waiver, an Electronic Data Interchange Format shall be 

used for all data exchange transactions from the Meter Reading Service Provider to the Electric 

Servic. Provider, Utility Distribution Company, and Schedule Coordinator. This data will be 

transferred via the Internet using a secure sockets layer or other secure electronic media. 

Minimum metering requirements for c o q t i t i v e  customers over 20 kW, or 100,000 kWh 

annually, should consist of hourly consumption measurement meters or meter system. 

Predictable loads will be permitted to use load profiles to satisfy the requirements for hourly 

consumption data. The Load-Sexvine Entitv devefoDine the load Drofile shall determine if a load 

is Dredictable. 2 

4. 

5 .  

6. 

. .  . . .  

7.  Competitive customers with hourly loads of 20 kW (or 100,000 kWh annually) or less. will be 

permitted to use Load Profiling to satisfy the requirements for hourly consumption data. however. 

they may choose other metering optinrc qffnred by their Electric Service Provider consistent wlth 

the Commission rulcs on Metering. 

Metering equipment ownership will be limited to the Affected Utility, Lhility Distribution 

Company, and the Electric Service Provider or their representative, or the customer, who must 

obtain the metsring equipr.,cnt through the Affected Utility, Utility Distribution Cornpan;* or an 

Electric Service Provider. 

8 .  
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Maintenance and servicing of the metering equipment will be limited to the Affected Utility, 

Utility Distribution Company and the Electric Service Provider or their representative. 

Distribution primal I voltage Current Transformers and Potential Transformers may be owned by 

the Affected Utility, Utility Distribution Company or the Electric Service Provider or their 

representative. 

Transmission primary voltage Current Trznsformers and Potential Transformers may be owned by 

the Affected Utility or Utility Distribution Company only. 

North American Electric Reliability Council recognized holidays will be used in calculating 

"working days" for meter data timeliness requirements. 

By May 1, 1999, the Director, Utilities Division shall approve operating procedures be used by the 

Utility Distribution Companies and the Meter Service Providers for performing work on primary 

metered customers. 

By May 1, 1999, the Director, Utilities Division shall approve opercting procedures be used by the 

Meter Reading Service Provider for validating, editing, and estimating metering data. 

By May 1, 1999, the Director, Utilities Division shall approve performance metering 

specifications and standards to be used by all entities performing metering, 

L. Nochange. 

M. Nochange. 

N. Billing Elements. 

160? 

wtll list. at a minimum, ,he following billing cost elements: 

I .  Competitive Services w: 

After the commencement of competition within a service territory pursuant to R14-2- 

"stomer bills, including bills for Standard Offer Service customers within that service territory. 

. .  

a.  

b. Competition Transition Charge, and 

C. 

Generation. which shall include generation-related billing and collection; 

Transmission and Ancillarv Services i; 
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d. Metering Services; and 

e. Meter Reading Services. 

- Nor-C metitivz Services B&wye&s: 

a. Distribution services, including distribution-related billing and collection. reauired 

-. 7 

Ancillary Services and Must-Run Generating Units; gnJ 
. .  

b. Svstem Benefit Charges. 

3. Regulatory assessments; andQ&e&wts 

a. 

b. 

E. 

d. 

4. Amlicable taxes. 

0. Nochange. 

R14-2-1613. Reporting Requirements 

A. Reports covering the following items, as applicable, shall be submitted to the Director, Utilities Division by 

Affected Utilities or Utility Distribution Companies and all Electric Service Providers granted a Certificate 

of Convenience and Necessity pursuant to this Article. These reports shall include the following 

information pertaining to Competitive Service offerings, Unbundled Services. and Standard Offer services 

in Arizona: 

1. Type of services offered: 

-I > kW and kWh sales to consumers. disaggregated by customer class (for example. residentlal. 

commercial, industrial); 

Revenues from sales by customer class (for example, residential. commercial, industrial); 

Number of retail customers disaggregated as follows: residential, commercial under 40 kW, 

commercial 41 to 999 kW, commercial 1000 kW or more, industrial less than 1000 kW, industrial 

3. 

4. 
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1000 kW or more, agricultural (if not included in commercial), and other; 

Retail k W h  sales and revenues disaggregated by tern of the contract (less than 1 year, I to 4 years, 

longer than 4 years), and by type of ser ice (for example, fmih interruptible, other); 

Amount of exid revenues from each type of Competitive Service, and, if applicable, each type of 

Noncompetitive Service provided; 

Value of all assets used to serve Arizona customers and accumulated depreciation; 

Tabulation of Arizona eiec?=ic generation plants owned by the Electric Service Provider broken 

down by generation technology, fuel type, and generation capacity; 

The nui..l.er of customers aggregated and the amount of aggregated load; 

Other data requested by staff or the Commission,+ 

5. 

6. 

I. 

8. 

9. 

IO. 

- B.A. Reporting Schedule 

1. For the period through December 3 1,2003, semi-annual reports shall be due on April 15 (covering 

the previous period of July through December) and October 15 (covering the previous period of 

January through lune). The 1st such report shall cover the period January 1 through June 30. 

1999. 

For the period after December 31, 2003, annual reports shall be due on April 15 (covering the 

previous period of January through December). The 1st such report shall cover the period January 

1 through December 3 1. 2004. 

2. 

C. Nochange. 

D. Nochange. 

E. No change. 

F. No change. 

C. Nochange. 

id;-- '.14. Administrative Requirements - No change 

R14-2-1615. Separation of Monopoly and Competitive Services 
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A. Nochange. 

B, Beginning January 1, 2001, an Affected Utility or Utility Distribution Company shall not provide 

Competitive Services. as defined in R14-2-1601. 

1. This Section does not preclude an Affected Utility or Utility Distribution Company from billing its 

own customers for distribution service, or from providing billing services to Electric Service 

Providers in conjunction with its own billing, or fiom providing Meter Services and Meter 

Reading Services metes for Load Profiled residential customers. Nor does this Section preclude 

an Affected Utility or Utility Distribution Company fiom providing billing and collections, 

Metering and Meter Reading Service as part of the Standard Offer t m i c e  tariff to Standard Offer 

Service customers. 

This Section does not preclude an Affected Utility or Utility Distribution Company from owning 

distribution and transmission primary voltage Current Transformers and Potential Transformers. 

- 
2. 

C. An Electric Distribution Cooperative is not subject to the provisions of R14-2-1615 unless it offers 

competitive electric services outside of its distribution service territory. 

R14-2-1616. Code of Conduct 

- A. No later than 90 days after adoption of these Rules, each Affected Utility which plans to offer 

Noncompetitive Services and which olans to offer Competiti-,e Senices through its competitive electric 

affiliate shall propose 3 Code & of Conduct W to prevent anti-competitive activities. Each 

Affected Ctilitv that is an electric coooerative. that Dlans to offer honcompetitive Services. and that is a 

member of anv  electric coouerative that olans to offer Comuetitive Services shall also submit a Code of 

Conduct to prevent anti-competitive activities. All R e  Codes of Conduct shall be subject to Comrmssion 

approval after a hearing. 

The Code of Conduct shall address the followine subiects: -~ B. 
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I .  Appropriate procedures to prevent cross subsidization between the Utilitv Distribution Company 

and any cometitive affiliates, including but not limited to the maintenance of swarate books, 

records and accounts; 

Amropriate procedures to ensure that the Utilitv Distribution Conmanv’s commtitive affiliate 

does not have access to confidential utility information that is not also available to other market 

particioants; 

ADDroDriate guidelines to limit the ioint emlovment of Dersonnel bv both a Utilitv Distribution 

Company and its comuetitive affliate; 

ADDroDriate auidelines to govern the use of the Utilitv Distribution Comanv’s name or loeo by 

the Utilitv Distribution Cornany’s cometitive ,.-filiate; 

2. 

3. 

4. 

5 .  AoDroDriate Drocedures to ensure that the Utility Distribution Comanv  does not give its 

competitive affiliate any Dreferential rreatment such that other market Darticipants are unfairly 

disadvantaged or discriminated against; 

Appropriate policies to eliminate ioint advertisine. ioint marketing. or ioht sales by a Utility 

Distribution Comanv and its cometitive affiliate; 

Appromiate Drocedures to Eovern transactions between a Utilitv Distribution Comanv and its 

competitive affiliate: and 

ADDroDriate Dohies to prevent the Utilitv Distribution Company and its cometitive affliate from 

remesenting that customers will receive better service as a result of the affiliation. 

Complaints concerning violations of the Code of Conduct shall be processed under the procedures 

cstablished in Rl4-2-2 12. 

6 .  

7. 

8. 

9. 

RI4-2-1617. Disclosure of Information 

A. Each Load-Serving Entity providinE either eeneration service or Standard Offer Service shall prepare a 

consumer information label that sets forth the following information: 

1. Price to be charged for generation services, 
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B. 

C. 

D. 

E. 

F. 

G. 

H. 

1. 

2. Price variability information, 

3. Customer service information, 

4. 

Each Load-Serving Entity providing either generation service or Standard Offer Service shall provide, upon 

request, the following information (to the extent reasonably known): 

1. Composition of resource portfolio, 

2. 

3. 

No change. 

Each Load-Seming Entity shall include the information disclosure label in a prominent position in all 

written marketing material~~specifically targeted ffwge€ to Arizona. When a Load-Serving Entity advertises 

in non-print media, or in written materials not specifically tareeted &af@ to Arizona, the marketing 

materials shall indicate that the Load-Serving Entity shall provide the consumer information label to the 

public upon request. 

No change. 

No change. 

No change. 

No change. 

?io change. 

Time period to which the reported information applies. 

Fuel mix characteristics of the resource portfolio, 

Emissions characteristics of the resource portfolio. 
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APPENDIX B 

CONCISE EXPLANATORY STATEMENT 

1. CHANGES IN THE TEXT OF THE PROPOSED RULES FROM THAT CONTAINED 

IN DECISION NO. 61634 (PUBLISHED ON MAY 14,1999 114 THE ARIZONA 

ADMINISTRATIVE REGISTER). 

The following sections have been modified as indicated in the text of the rules set forth in 

Appendix A hereto, and incorporated herein by reference. 

ARTICLE 2 ELECTRIC UTILITIES 

R 14-2-20 1 

R 14-2-202 

Definitions - No Change 

Certificate of Convenience and Necessity for electric utilities; filing requirements 

on certain new plants - No Change 

Establishment of service - Modified 

Minimum customer information requirements - No Change 

Master metering - No Change 

Service lines and establishments - No Change 

Line Extensions - No Change 

Provision of service - No Change 

R 14-2-203 

R 14-2-204 

R14-2-205 

Rl4-2-206 

R14-2-207 

R14-2-208 

R14-2-209 Meter reading - Modified 

R14-2-210 

R14-2-2 1 I 

R14-2-2 12 

Billing and collection -No  Change 

Termination of service - No Change 

Administratn e and hearing requirements - No Cl-inge 
22 I ARTICLE 16. RETAIL ELECThlC COMPETITION 

R14-2-1601 Definitions - Modified 

R 14-2- I602 

R14-2-1603 

R14-2-1604 Competitive Phases - Modified 

R14-, 1605 

Commencement of Competition - No Change 

Certificates of Convenience and Necessity - Modified 

Competitive Services - Modified 
38 
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R14-2- 1607 

R 14-2- 1608 

R14-2-1609 

R14-2- 1610 

R14-2- 16 I I 

R14-2- 16 12 

R14-2-1613 

R14-2- 16 14 

R 14-2- 16 15 

R14-2- 16 I6 

R14-2-1617 

Services Required To Be Made Available - Modified 

Recovery of Stranded Cost of Affected Utilities - No Change 

System Benefits Charges - No Change 

Transmission and Distribution Access - Modified 

In-state Reciprocity - No Change 

Rates - Modified 

Service Quality, Consumer Protection, Safety, and Billing Requirements 

Reporting Requirements - Modified 

Administrative Requirements - No Change 

Separation of Monopoly and Competitive Services - Modified 

Code of Conduct - Modified 

Disclosure of Information - Modified 

modified 
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TI. EVALUATION OF THE ARGUMENTS FOR AND AGAINST THE 

PROPOSED AMENDMENTS TO THE RULES. 

R14-2-203 - Establishment of Service 

203(B) 

- Issue: New West Energy (“NEW”) recommended that a provision be added to Section 

203( B)(6) to clarify that deposits for residential and nonresidential customers would be estimated 

using average monthly usage for Noncompetitive Services. The Arizona Corporation Commission 

(“Comn-ission”) Staff (“Stzff’) respondeu L I ~ ~ ~  the existing 5ection already contains the word 

“estinuted” and argued no change was required. 

Analvsis: We concur with Staff, 

Resolution: No change is necessary. 

- Issue: Commonwta!th Lnergy Corporation (“Commonwealth”) stated that Section ,03(B)(9) 

should be deieted because Utility Distribution Companies (“UDCs”) may attempt to dissuade 

customers from seeking competitiL - ; Y - ~ ~ S  by claiming customer deposits may be raised if 
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:ustomers are dissatisfied with the alternative provider and return to Standard Offer Service. Staff 

,esponded that it is clear that the only reason a UDC can increase a deposit is for the return to 

itandard Offer Service, which may be more expensive than competitors’ service. Staff argued that 

his provision should motiv :te customers to choose another Electric Service Provider (“ESF”) and not 

aturn to Standard Offer Service. 

Analvsis: This Section allows the deposit to be raised only in proportion to the expected 

ncrease in monthly billing, and also requires a refund of the deposit for non-delinquent customers 

when a customer switches to competitive services. This Section is not anti-competitive and requires 

10 change. 

Resolution: No change is necessary. 

!03(D)(1) 

- Issue: NWE recommended that the language “including transfers between Electric Service 

’roviders” in Section 203(D)( 1) be deleted. Staff responded that no change is necessary because the 

Zu!cs already contemplate a charge for transfers between ESPs. 

Analvsis: This Section requires Commission approval of such charges. ESPs may object 

f they believe the amount of such a charge is unreasonable. 

Resolution: No change is necessary. 

203(DM4) 

- Issue: The City of Tucson (“Tucson”) advoczted rewriting Section 203(D)(4) regarding 

service establishments to clearly set time limits for actions by each party and to avoid incentives to 

delay pro--;,g Direct Access Service Requests (“DASRs”) or meter changes. 

Analysis: M’e agree that the language “if the direct xcess service request is processed 15 

Lalendar days prior to that date” does not provide a sufficiently clear time limit, and does not avoid 

incentives to delay processing DASRs. As explained in our analysis of Section 1612(I), whether 

appropriate metering equipment is in place is an important concern in some circumstances, and that 

language should remain unchanged. 

Resolution: Modify the first sentence of this Section as follows: 
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Service estab1ishn;;nts ,!h an Electric Service Provider will be scheduled for the next 
regular meter read date if the direct access service request is provided pmxssed 15 
calendar days prior to that date and appropriate metering equipment is in place. 

Such change merely clarifies the intent of this provision and is not substantive. 

R14-2-20.1- Minimum Customer Information Requirements 

- Issue: Arizona Consumers Council (“AZCC”) objected to the language in this Section on thc 

Founds that an ESP might sign consumers up for new service without being obligated to provide 

dequate information regarding the offered services, 

Ahalvsis: Our modification to Section 1612(C) addresses this concern by requiring thai 

he written authorization to switch providers confirm the rates, terms, conditions and nature of the 

;ervice to be provided. This Section requires Load-Se-ing Entities to provide further information to 

-esidential consumers who request it. 

Resolution: No change is required. 

R14-2-205 - Master Metering 

- Issue: In late-filed comments, the Arizona Multihousing Association (L‘AMA”) advocated for 

he deletion of Section 205(B) which limits master metering for newly constructed apart, 

:omplexes. The AMA asserted that the prohibition was counterproductive to achieving the critical 

nass necessary to benefit from aggregation. AMA also recommended that the issue of aggregation 

be clarified. 

Analvsis: The AMA raised this issue for the first time very late in the ruie revision 

process and other parties have not had opportunity to respond. We do not believe revision of this 

existing ruie is warranted, especially without input from other papies. We believe th?t at least some 

of AMA’s concerns are addressed by our clarifications to t’le process of aggregation in Section 1604. 

Resolution: No change is required. 

R14-2-209 - Meter Reading 

- Issue: The AZCC raised a concern that under this Section a customer may be charged for a 

meter re-read when the customer had nothing to do with the request for a re-read. 
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Analvsis: Section 209((’)( I )  provides that a customer, ESP, UDC, or billing entity may 

request a re-read of a meter. Section 209(C)(2) provides that a re-read may be charged to the 

customer, ESP, UDC or billing entity at the tariff rate. It is implicit in this Section that the requesting 

party will be the party to be charged. Howcver, we will modify this Section to clarify that it is the 

requesting party that may be charged for the re-read. Such modification merely clarifies this 

provision and is not substantive. 

Resolution: Insert “making the request” after “or billing entity” in Section 209(C)(2). 

R14-2-210 - Billinp and Collection 

2 1 O(A) 

- Issue: TucJJn Electric Power Company (“TEP”) recommended deleting Section 

2 1 O(A)(5)(c) which prohibits estimated bills for direct access customers requiring load data because 

he utility or billing entity has the ability to do it and such bills can be estimated in accordance with 

Sections 209(A)(8) and !f;lZ(K)( 14). Staff responded that as a general rule, direct access customers’ 

i l ls  should not be estimated, and argued against changing this provision. 

Analvsis:. We concur with Staff. 

Resolution: No change is necessary. 

- Issue: NWE states that the terns “utility” and “customer” are not defined in Section 

210(A)(2). Staff noted that these terms are defined in Section 201. 

The definitions in Section 201 are sufficient. Analvsis: 

Resolution: No change is necessary. 

-- Issue: NWE states that the rules for estimated meter readings should be developed by thc. 

working group and should * l l ~ t  be incll;dL, ... Jections ?lo(.‘ h 3 )  through (6). Staff stated that this 

Section sets forth conditions which the working groups have previously developed and therefore no 

change is warranted. 

Analysis: We concur with Staff. 

Resolution: No change is necessary. 
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- Issue: NWE states that Sections 2IO(C) though (I) should be stricken in their entiretl 

)ecause it believes they do not apply to ESPs, and that to the extent they apply to UDCs, they * 

)e covered by the UDCs’ tariffs. Staff responded that these rules apply to UDCs and ESPs. 

Analvsis: As the term “utility” is defined in Section 201, these Sections apply to bot!, 

JDCs and ESPs. It is preferable that the issues covered in these Sections be prescribed by general 

ule rather than be provided in individual tariffs. 

Resolution: No change is necessary. 

R14-2-2 11 - Termination of Service 

- Issue: Commonwealth recommended the deletion of the opening sentences in Sections 

!I 1(B) and (C), which prohibit an ESP from ordering disconnection orservice for nonpayment. Staff 

esponded that ESPs can terminate service to customers for nonpayment through terminating their 

:ontract with customers. 

Analvsis: This Section does not preclude an ESP from terminating a contract for 

ionpayment. Commonwealth’s concerns about its ability to terminate contracts expediently -re 

,ddressed by our revisions to Section 161 2(1). 

Resolution: No change required. 

R14-2-213 - Conservation 

- Issue: TEP proposed deleting this Section because it is premature; the issue will be addressed 

when revisiting the Resour:e Planning Rules; it should apply to all utilities and ESPs; and it should 

be delayed until there is 100 percent statewide competition. Staff responded that this rule has been in 

effect for several years and there is no justification for deletiny it  at this time. 

Anafvsis: 

Recommendation: No change is necessary. 

We remain unconvinced that a change i..  this provision is warranted. 

R14-2-1601 - Definitions 

1601(2) “Aggrepator” 

I=: The Land and Water Fund of the Rockies and the Grand Canyon Trust (collective 

the “LAW Fund”) and the AZCC expressed concern that the Rules do not sufficiently encou. 
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a g p  ,,tion of smaller .- <ornmonwea!!h concurred. The Arizona Transmission Dependen 

Utility Group (‘&ATDUG’) suggested deleting the term “Aggregator” and adding a new definition 01 

“Aggregation.” Staff responded that the definition of “Aggregator” was placed in the Rules, as 

originally drafted, to address businesses that choose to provide “a~giegation” as an electric service tc 

customers. Staff noted that apparently, that definition has created confusion, causing some to believe 

that in order for a group of customers to combine or “aggregate” their load, they would have to 

become an ESP. Staff stated that was not the intent of the Rule as originally drafted. Staff noted that 

in addition, there have been questions raised about whether residential customers are able to 

aggregate their load, either through self-aggregation or through the services of an Aggregator. Staff 

believed that clarification of this issue would be helpful. Staff therefore proposed new language to 

clarify that only erltities which perform aggregation services as part of their business are required to 

obtain ESP certification; to provide new definitions of “Aggregation” and “Self-Aggregation”; to 

clarify that residential customers may also aggregate or self-aggregate their loads, subject to the 

phase-in percentage limitations; and to clarify that eligible rzsidential and non-residential customers 

may be aggregated together. Staff proposed the following new definition of “Aggregator”: 

“2. ‘Awegator’ means an Electric Service Provider that. as part of its business, 
combines retail electric customers into a Purchasing group.” 

Staff also suggested a new definition of “Aggregation” similar to that suggested by ATDUG: 

“3. 
customers.” 

‘Ag.qregation’ means the combination and consolidation of loads of multiple 

Staff proposed that a revised version of the definition of “Self-Aggregation” be included in the Rulcs: 

“Self-Agwegation is the action of a retail electric cusimi(’- or .e;rou~ of cus&w-rs who 
cnmtine their own metered loads into a single purchasc block.” 

In addition, Staff proposed additional clarifying modifications to Sections 1604(A)(2) and (4) and 

1604( B)(6) concerning aggregation and self-aggregation, which are discussed in our analysis of those 

Sections. 

Analysis: Staffs recommended modifications to this Section are not substantive. but 

provide clarity and should be adopted. 
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Resolution: Modify Section 1601 in accordar , with Staffs recommendations anc 

renumber accordingly. 

1601(3) “Ancillarv Services” 

- Issue: Staff noted that although the Proposed Rules contEin several references to the term 

“Ancillary Services,’’ they do not include a definition for that term, and suggested that the following 

iefinition be added to the Rules: 

“Ancillarv Services” means those services desinnated as ancillarv services in Federal 
Energv Regulatory Commission Order 888. includinn the services necessary to 
supoort the transmission of electricitv from resource to load while maintaining reliable 
ooeration of the transmission svstem in accordance with good utility Practice. 

Analysis: The proposed definition provides clarity and is not a substantive change to the 

Rules. 

Resolution: Add the definition as proposed and renumber accordingly. 

16016) - Competitive Services 

- Issue: Arizona Public Service Company (“APS) argued that the Commission should not 

define “Competitive Services” simply by negative reference to another definition because it is v, 

APS proposed that the definition of “Competitive Services” should be replaced with the following: 

5 .  “Competitive Services” means retail electric Generation. Meter Service (other 
than those asnects of Meter Service described in R14-2-i612(K)), Meter Reading 
Service, and billing and collection for such services (other than ioint or consolidated 
billing provided uursuant to a tariff). It does not include Standard Offer Ssrvice or 
any other electric service defined by this article as noncomuetitive. 

AI lLona Electric Power Cooperative. Iilc., Duncan Va!ley Electric Cooperative. Inc. , m i  

Graham County Electric Cooperative, Inc. (“AEPCO, Duncan and Graham”) supported APS’ 

modification of the definition. Commonwealth and h z o n a n s  for Electric Choice and Competition 

(“AECC”) opposed APS’ proposal. In its responsive comments, Lta, - that Competitive and 

Noncompetitive Services as defined by the Rules are mutually exclusive, and argued that APS 

appears to be attempting to create a third category of services: Competitive Services that may 

provided by Affected Utilities or Utility Distribution Companies. Staff believed that the exisi,.., 
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fefinition is sufficiently clear, and maintains the proper distinction between services that may be 

xovided by Affected Utilities or UDCs, and those services that may not. 

Analvsis: APS’ proposal could narrow the competitive environment by excluding other 

:nergy-related services. The distinction between Coinpetitive and Joncompetitive Services is 

,ufficiently clear without modification. 

Resolution: No change is required. 

I601 (4) “Competition Transition CharPe” 

- Issue: Navopache Electric Cooperative, Inc. (“Navopache”) and Mohave Electric 

’ooperative, Inc. (“Mohave”) commented that the definition of Competition Transition Charge 

“CTC”) should include costs incurred by the Affected Utilities in implementing these Rules. 

rlavopache and Mohave argued that these costs would not be l i a r r ed  but for custbners electing to 

;witch to competitive providers, and therefore customers who switch should bear the associated costs, 

,ather than the customers who remain on Standard Offer Service. 

Staff stated that because many of Navopache’s and Mohave’s concerns are already addressed 

)y the proposed modification to the definition of Stranded Cost to include “other transition and 

eestructuring costs,” it is unnecessary to make the modification Navopache and Mohave recommend. 

Analysis: We concur with Staff. 

Resolution: No change is required. 

l601(13) (newlv proposed) “Economic Development Tariffs” 

- Issue: Staff proposed to add a new definition for “Economic Development Tariffs” as “those 

Jiscounted tariffs used to attract new business expansions in Arizona” to comport with 11s 

eecommendation to add language to Section 16@6(C)(6). rcfemng to “economic development tariffs 

that c learl y mi tigate Stranded Costs. ” 

Analvsis: As explained in our discussion under Section 1606(C) below, due to 

insufficient evidence in the record to support the implementation of the proposed “Economic 

Development Tariff’, we will not revise Section 1606(C) as proposed by Staff at this time. 

Therefore, this proposed definition is not needed. 

Resolution: No change is required. 
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1601 (15) “Electric Service Provider Service Acquisition APreemeat” 

- Issue: NWE recommends that the Electric Service Provider Service Acquisition Agre f 

be a standardized, Commission-approved agreement between an Affected Utility and an ESP because 

NWE believ,s that the rule as written creates an uncertain process that may deter potential ESPs from 

competing in Arizona. W E  also argues that a standardized. Commission-approved agreement is the 

most efficient mechanism for controlling the technical and financial viability of competitors. 

Commonwealth supported the approach of a Commission pre-approved agreement for all service 

areas. 

. Staff stated it agreed with the Commission’s conclusion in Decision No. 61634 on this issue, 

that the certification process is not overly burdensome or anti-competitive. 

Analysis. We believe that the certification process as currently structured is not such an 

uncertain or burdensome process as to deter potential ESPs from competing in Arizona, and that the 

current process provides adequate oversight of ESPs’ technical and financial viability. 

Resolution: No change is required. 

1601(27) “Noncompetitive Services” 

- Issue: Navopache and Mohave argued that it is necessary for customer-owned distribution 

cooperatives to maintain the relationships and communications links with their members/owners for 

membership, voting and other purposes. To achieve that goal, Navopache and Mohave 

recommended that the definition of Noncompetitive Services be modified to state that metering. 

meter ownership, meter reading, billing, collections and information services are deemed to be 

Noncompetitive Services in the service temtn6-c -fthe distribution cooperatives. 

Staff responded that the provisions of Section 1615(R# 1 allow distribution cooperatives to 

maintain sufficient links with their members/owners. 

Analysis: We agree with Staff that Section l615(B)(I) explicitly allows an Affected 

Utility or UDC to bill its own cwtomers for distribution service and to provide billicz seirices to 

ESPs in conjunction with its own billing, and also allows an Affected Utility or UDC to provide 

billing and collections, Metering and ‘ k k t - .  “zading Service as part of its Standard Offer ServlrP 

I tariff to Standard Offer Service customers. 
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Resolution: No change is required. 

- Issue: ATDUG suggested that the definition of Noncompetitive Services should be amended 

add “Aggregation Service.” 

Analysis: Xltt mgii the actual delivery of electricity sold to aggregated custor iers will be 

Noncompetitive Service, there is no reason to differentiate the generation services provided to 

ggregated customers from generation services provided to non-aggregated customers. Both 

ggregated and non-aggregated competitive generation services should remain classified as 

‘ompetitive Services. 

Resolution: No change is required. 

- Issue: Commonwealth asserted that ESPs should not have to pay the utility for customer data 

{hen the customer requests its release. Commonwealth recommended that the definition of 

Ioncompetitive Services should be amended by deleting “provision of customer demand and energy 

ata by an Affected Utility or Utility Distribution Company to an Electric Service Provider” so that 

IC utility cannot impose a charge on these services. Alternatively, Commonwealth argued that the 

:des should provide that the data will be provided to the customer (or its authorized representative) 

t no charge. 

Analvsis: Because customers who switch providers will be the “cost-causers.” it  i s  

.ppropriate that they should bear the administrative costs associated with switching providers. We 

hare Commonwealth’s concern, however, that such charges may be prnhibitively high and 

liscourage new market entrants. As this will be a tariffed item, the Commission will oversec. thc 

easonablenecc of such a charge. If an ESP finds the tariffed charge unreasonable, the ESP is frec IO 

rotest the tariff. 

Resolution: No change is required. 

160~28)  (former) “Net Metering or Net Billing” 

- Issue: Tucson recommended not deleting the definition of Net Metering or Net Billing from 

he Rules, as the potential for customer-sited generation using any sort of generation is still possible, 

v e n  if not mandated. Tucson recommended striking the word “solar electric” from the definition. 
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Analvsis: The terms .’Net Metering or Net Billing” are not referenced in the Rules and 

consequently, their inclusion in the definitions is not necessary aid cmld be confusing. 

Resolution: No change is required. 

1601 (341 (newl, proposed) “Public Power Entitv” 

- Issue: Staff noted that although the Rules have added the term “Public Power Entity” they do 

mot include a definition for that term. Staff recommend that the definition parallel that set forth by 

the legislature in A.R.S. 6 30-801.16. Trico Electric Cooperative (‘Tnco”) and Commonwealth 

:oncurred. 

Analvsis: This definition is needed because prior revisions of Section 1610 introduced 

this term, however, the change is not substantive. 

Resolution: Add the following definition to Section 1601 and renumber accordingly: 

‘“Public Power Entity’ incorporates by reference the definition set forth in A.R.S. 6 30-801.16.” 

f 601(35) “Stranded Cost” 

- Issue: TEP argued that the Proposed Rules’ replacement of the word “value” with + 

Briginal cost” is not appropriate because the new term may be inconsistent with assets held uiIucr 

lease arrangements and with various regulatory assets. AECC disagreed with TEP. Staff responded 

that it concurs with the change made in Decision No. 61634 to replace “value” with “net original 

cost,” and that this language will not preclude TEP from seeking what it believes to be an appropriate 

level of recovery for its Stranded Costs. 

Trico recommended adding “and distribution assets” after “regulatory assets” in Section 

1601 (35)(a)(i), because distribution electric public service corporations are also entitled to recover 

their Stranded Costs. ATDUG and Commonwealth responded to Trice's recommendation by 

questioning how distribution assets could be considered ”stranded” since they remain with the 

regulated entity. Staff responded that due to the difficulty in calculating distribution cooperatives’ 

Stranded Costs prior to competition, it is more appropriate to deal with those costs in rate cases for 

distribution electric public service corporations. Staff therefore recommends that the definition of 

Stranded Costs not be changed. 
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Analvsis: We concur ivith Staff that the tern “net original cost” will not preclude TEF 

From recovering appropriate Stranded Costs. We also concur that the recovery of costs related tc 

iistribution assets are appropriately handled in a rate case. 

Resolution: No change is necesary. 

1601t36) “System Benefits” 

- Issue: NWE states that the definition of “System Benefits” is ”vague and fails to specify who 

will determine what specific costs qualify as System Benefits.” Staff responded that it believes that 

.estimony on System Benefit charges will be taken in the Stranded Cost and Unbundled Tarift 

ieanngs that will commence in August 1999, and that based on that testimony, the Commission will 

Jetermine the specicy costs to be included in the System Benefits Chuges in the Decisions rendered 

n those proceedings. Staff therefore believes that no change to this definition is necessary. 

TEP recommended that non-nuclear plant decommissioning costs be included in the Systen 

3enefits charge because generating plants other than nuclear will also have decommissioning costs in 

he future. AEPCO, Duncan and Graham supported and Commonwealth opposed TEP’s suggestion. 

Staff asserted that non-nuclear decommissioning costs should not be included in System Benefits, for 

:wo reasons. First, nuclear decommissioning costs are already being collected in rates, in part 

aecause nuclear utilities are required by the Nuclear Regulatory Commission to begin accumulating 

funds for decommissioning while the nuclear plants are operating. This is not the case with non- 

nuclear facilities. Staff pointed out that in addition, nuclear decommissioning costs are of such a 

gieat magnitude that i t  is reasonable to attempt to spread them over the operating life of the plant. hilt 

[hat i t  IS unlikely that the costs to decommission non-nuclear plants will be as large. 

-- Analvsis: 

Resolution: No change is necessary. 

W: c.,licur with Stair s reasoning. 

1401 (40) “Utility Distribution Company” 

- Issue: The Arizona State Association of Electrical Workers (“ASAEW”) urged the 

Commission to insert the word “constructs” as part of the definition of a Utility Distribution 

Company so that the definition would include an entity that “operates, constructs and maintains the 

distribution system . . . .” TEP also argued for the inclusion of the word “constructs” in the definition 

13 DECISION NO. 4 / 9L ‘7 
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,ecause it will be the responsibility of the UDC to construct the transmission and distribution system: 

o ensure consistent, safe and reliable service. Staff agrees that “construction” is an integral 1 

he provision of electrical distribution service, and recommends adoption of TEP and ASAEW’: 

ecommendation. 

Analvsis: 

Resolution: 

We concur with ASAEW, TEP and Staff. This is not a substantive change. 

Add the word “constructs” after “operates” in the definition of “Utilitj 

Xstribution Company.” 

U4-2-1602 “Commencement of Competition” 

- Issue: AEPCO proposed that statewide competition commence at the same time, subject to 

he phase-in schedule in Section 1604. Commonwealth made a proposal that full competition 

ommence immediately upon the conclusion of the scheduled Stranded Cost/Unbundling proceeding. 

haff believes that both proposals would delay the commencement of competition until all the 

handed Cost/Unbundling proceedings are concluded, rather than bringiiig the benefits of 

,ompetition to the citizens of Arizona as quickly as possible at the conclusion of each Affec-t-d 

Jtility’s proceedings, arid that further, phasing in cornpetition under Section 1604 establish A 

workable timetable to implement competition to various customer classes. APS argued that at this 

Iate, the Commission should not make additional adjustments to start dates or phase-in schedules. 

Analvsis: We believe that the current timetable for bringing competition to the state is an 

:xpeditious and achievablz means of implementing competition. 

Resolution: No change is required. 

R14-2-1603 “Certificates of Convenience and Necessity” 

1603(A) 

- Issue: 

1603(A) as follows: 

AEPCO, Duncan and Graham proposed modifying the third sentence of Section 

A Utility Distribution Company providing Standard Offer Service or services 
authorized ;‘I R14-2-1615 aAer January 1, 2001 need not apply for a Certificate of 
Convenience and Necessity. 

14 DECISION NO. 6 /$76 9 
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Staff -geed with A E P T  t‘ his change is n d e d  to remedy the conflict between Sections 1603 

tnd 1605 which might result if one were to conclude that a distribution cooperative needs to acquire a 

iew Certificate of Convenience and Necessity (“CC&N”) to provide competitive services pursuant to 

kction 1615. 

Analvsis: 

Resolution: 

We concur that this clarification is needed. The change is not substantive. 

Amend Section 1603(A) as recommended by AEPCO, Duncan, and Graham. 

I603(B) 

- Issue: Arizona Community Action Association (“ACAA”) proposes to insert new language 

n R14-2-1603(B)( 1). The new language would require the CC&N appiicant to provide information 

Ls follows: 

1. A description of the electric services which the applicant intends to offer; 
incluc‘ing a plan to enroll and serve at least 15% of the total residential consumers 
eligible on October 1,2000; 

staff responded that although it understands that ACAA’s goal in making this proposal is to 

mcourage an equitable and robust market, this proposal directly conflicts with efforts to develop a 

:ompetithe market that will attract the maximum number of potential provider applicants. Staff 

krther commented that if implemented, this proposal might in fact discourage some competitors 

?om entering the Arizona market, and therefore would not serve the public interest. 

Analysis: We agree with Staff that requiring competitive ESPs to provide services to the 

residential market as a prerequisite to being allowed entry to the industrial and commercial markets 

nay impede, rather than encourage the development of a truly competitive market and therefore 

would not sene the public interest. 

Resolution: No change is necessary. 

I603( B)(3-6) 

- Issue: NWE recommended that Section 1603(B)(3), which requires the CC&N applicant to 

file a tariff for each service to be provided, be modified in the following manner: 

3. A tariff for each service to be provided that states the 
and conditions that will apply to the provision of the service. 

terms 
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NWE believes this change would be appropriate because 

and reasonable, and market forces may cause an ESP’s rate to temporarily surpass its filed max 

mate. NWE requested that if maximum rates must be filed with the Commission, the Commissior 

;hould clarify that those maximum rates are deemed approved when the Commission grants a CC&K 

VWE claims that items (4), (3, (6), and (8) relating to CC&N application information concerning the 

ipplicant’s technical ability, financial capability, description of form of ownership, and requiring a n y  

ither information the Commission or Staff may request are vague and should be deleted. Staff stated 

hat Section 1603(B)(3)’s requirement that maximum rates be filed should remain intact because it is 

iecessary for the Commission to have this information in order to fulfill its constitutional 

.esponsibility to evaluate the service rates of public service utilities. Staff also stated that the 

-,ion 1611(A) deems market rates jus 

nformation required in items (4), (5),  (6), and (8) are: consistent with requirements for CC&Ns for 

ither services regulated by the Commission, that CC&N and certification authority is required not 

inly by Commission rules but by HB2663, and that the specifics of what the Commission means by 

echnical capability, financial capability, and other information is obvious in the CC&N application 

O m .  

Analysis: We concur with Staff. It is in the public interest to have maximum rates and 

he other information included in the CC&N application as required by Section 1603(B)(3-6) and (8) 

br  the Commission to evaluate in the course of considering the CC&N application. Approval of a 

2C&N application that includes maximum rates in the tariff required by Section 1603(B)(3) 

:onstitUtes approval of those maximurn rates, unless the Order approving the application conditions 

2pproval upon the filing of different maximum rates. 

r\cJolution: NG change is required. 

1603(B)(7) 

- Issue: NWE suggested the following change: 

7. an Affected Utility 
tkqq&e& intends to comply with the requirements of R14-2-1616, or a request for 
waiver or modification thereof with an accompanying justification for any such 
requested waiver or modification. 

An explanation of how an amlicant which is an affi-firlaie 
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Staff agrtes with NWE that Section 1603(B)(7) should be modified to reflect the fact that Section 

1616 by its terms applies only to Affected Utilities planning to provide Competitive Services through 

a competitive electric affiliate, and that the applicant which is an affiliate of an Affected LJtility 

should be required to provide a statement of whether the Affected I .ility has complied with the 

requirements of Section 16 16. Staff therefore recommended replacing Section 1603(B)( 7) in its 

mtirety with the following: 

7. For an aDDlicant which is an affiliate of an Affected Utility. a statement of 
whether the Affected Utility has comdied with the requirements of R14-2-1616, 
including the Commission Decision number amroving the Code of Conduct, where 
applicable. 

Analysis: We concur with Staff. It is in the public interest for entities that are required to 

lave an approved Code of Conduct to be required to demonstrqte compliance with this requirement 

E part of the certification process. This modification is not substantive. 

Resolution: Modify Section 1603(B)(7) as recommended by Staff. 

1603lE) 

- Issue: NWE proposed to delete the entire Section concerning the requirement of the CC&N 

%pplicant to provide notice of its application to each of the respective Affected Utilities, Utility 

Distribution Companies or an electric utility not subject to the jurisdiction of the Commission in 

whose service temtories it wishes to offer service. NWE claims that this provision protects the 

4ffected Utilities' market sliare and invites unfair business practices. Staff responded that proper 

iotice is required for any CC&N application. 

Analvsis: This formal notice requirement is not unduly burdensome to new Ct:'&:N 

qplicants, who. in order to serve their customers, must stablish a working relationship with thc 

UDCs. It  is in the public interest to insure that the CC&N applicant provides proper notice. 

Resolution: No change is necessary. 

I603lF) 

- Issue: NWE ?reposes to delete this Section which states that the Commission may issue a 

X & N  for a specific period of time. NWE feels this provision would add a further obstacle to market 

mtry by some ESPs and would deter some entrants from competing in Arizona. NWE feels that the 
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necessary security provisions can be efficiently achieved through an ESP Service Agreement in lie1 

of this provision. Staff responded that this Section is necessary to provide the Commissior . 

needed flexibility in certificating ESPs who have little or no experience, and that an ESP certificated 

under this Frovision may apply for an extension of the effectiveness the CC&N. 

Analysis: Instead of creating an obstacle to market entry by ESPs with little or no 

experience, this provision allows the Commission to provisionally certificate such companies, and 

thus is pro-competitive. 

Resolution: No change is necessary. 

1603(G)(2), (4), and (5) 

- Issue: NWE proposes to delete Sections 1603(G)(2), (4), and (5). According to NWE, 

Section 1603(b,(2) should be deleted because the technical and financial capabilities of pn ESP can 

be controlled through the ESP Service Agreement with the UDC, and that Section 1603(G)(4) should 

not be a precondition to certification, as explained in NWE's comment to Section 1603(1). NWE 

also opined that Section 1603(G)(5) is not necessary. Staff stated that it would not be in the public 

interest to issue competitive retail electric CC&Ns without explicitly addressing the public in 

and consumer protection issues contained in these Sections. 

Analysis: We concur with Staff. 

Resolution: No change is required. 

16036<3)(7) 

- Issue: ACAA proposed to insert a new Section 1603(G)(7) to provide an additional condition 

for the Commission to deny certification to anv CC&N applicant as follows: 

7. Fails to provide a plan to enroll and serve iAlential consuniers pursuant to 
R14-2-1603(B)( 1 ). 

4 r A A  makes this recommendation in conjunction with its proposed new language for Section 

t603(B)( I )  that would lequire a CC&N applicant to provide a plan to enroll and serve at :- wt 15'7; of 

the total residential consumers eligible for competitive services on October 1, 2000. Staff stated that 

although ACAA suggested this Swlon to help make the residential market an equitable and rob 
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market, this proposal is too restrictive and may keep potential service providers from viewing 

Arizona’s retail market as being entirely open to providers offering competitive service to those 

customers they wish to initially target. 

Analysis: We agree with Staff Adopting the provision ACAA sugAests could 

discourage potential competitive ESP applicants who might find the associated costs prohibitive. 

instead of leading to a more robust market, this would actually lessen the chances of developing a 

truly competitive market. Adoption of this recommendation would therefore not ultimately serve the 

public interest. 

Resolution: No change is necessary. 

1603(1)(4) 

- Issue: W E  recommends the following zhimgt: to this Section: 

4. 
current tariffs i; 

The Electric Service Provider shall maintain on file with the Commission all . .  

NWE argues that the term “service standards” is not defined in the rules and the requirement in this 

Section does not provide adequate notice of the requirements for remaining certificated in Arizona. 

Staff stated that it is in the public interest for the Commission to require ESPs to file any service 

standards the Commission deems necessary to serve its customers. 

Analysis: We concur with Staff 

Resolution: No change is required. 

1603(1)(6) 

- Issue: NWE recommended deletion of Section 1603(1)(6). which conditions a CC&N on ttic 

E5P obtaining all necessary permits and licenses including relevant tax licenses. NWE believes tha1 

the Commission has no authority to police state-law permit and license requirements. Staff belimcs 

the item should remain in the rule because it  is in the public interest. 

Analvsis: We concur with Staff. 

Resolution: No change is necessary. 

I603(1)(9) 
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- Issue: ACAA proposeu to insert a new Section 1603(1)(9) that contains the following 

additional condition for an ESP to obtain a CC&N: 

9. 
I603(51( 1)on or before SeDtember I .  1999. 

The Electric Service Provider shall comulv with the Drovisions of R14-2- 

Staff disagreed with the propriety of this proposal because i t  is too restrictive and may keep potential 

service providers from viewing Arizona’s retail market as being entirely open to providers offering 

competitive service to those customers they are targeting to serve, which could result in fewer 

competitors seeking to provide service in Arizona. 

Analysis: We concur with Staff. 

Resolution: No change is necessary. 

- Issue: Navooache and Mohave recommended the addition of a new Section 1603(1)(9) as 

follows: 

9. 
subject to the iurisdiction of the Arizona Corporation Commission. 

An Electric Service Provider certificated pursuant to this Article shall be 

Staff responded that because the Rules are specific in iegard to which entities are governed by +he 

competitive retail electric rules, and HB2663 describes the CC&N jurisdictional authority OA 

Commission for public power entities, this change is not necessary. 

Analysis: We concur with Staff that this proposed amendment is unnecessary as i t  is 

addressed throughout the Rules and by HB2663. 

Resolution: No change is necessary. 

1603(Kl 

- Issue: NWE recommended deletion of Section I603( K )  L hich allows the Cu.nmission to 

r:quire in appropriate circumstances, as a preconditim to certification, the procurement of a 

performance bond sufficient to cover any advances or deposits the applicant may collect from its 

customers, or order that such advances or deposits be held in escrow or trust. NWE objected to this 

provision because the amount of the performance bond or escrow can only be based on estimations 

before the ESP commences to do business in the state. Staff responded that a bond requirement is 

just  one option the ESP has to address customer protection in the certification process, and that +’  ‘ 

20 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

23 

26 

27 

38 

DOCKET NO. RE-OOOOOC-94-0165 

provision is needed to provide the Commission flexibility in having the CC&N applicant address 

wstomer protection concerns prior to being certificated. 

Analysis: We agree with Staff that Section 1603(K) provides the Commission with a 

means of protecting consumers. The Commission has flexibility to adjust the amount of the 

performance bond, escrow or trust after the ESP commences doing business. While it is true that the 

amount of the performance bond, escrow or trust must initially be based on estimates, the amount 

required, or indeed whether the bond, escrow or trust is required at all, is an issue that the CC&N 

applicant is free to address in the proceedings on the application. 

Resolution: No change is necessary. 

14-2-1604 “Ccrrlpetitive Phases” 

1604(A) 

- Issue: Commonwealth and Tucson requested that the phase-in of load be eliminated, and that 

a “flash cut” be substituted. Commonwealth stated that it wants to serve commercial loads of all 

sizes, but cannot because this Section does not include smaller customers with loads less than 1 M W 

or who cannot aggregate 40 kW loads into 1 MW during the phase-in to competition. Tucson stated 

that it desires to have its entire load served competitively, but that it cannot because the phase-in rule 

precludes facilities less than 40 kW, which includes many City premises, fiom obtaining Competitive 

Services. Tucson further stated that the original reason for the phase-in, to limit the exposure of 

Affected Utilities to the technical problems that could result from a large number of customers 

sltddenly switching to competitive generation providers, is no longer valid because based on the 

experience in California, few customers are likely to initially participate in the competitive market. 

APS, AEPCO, Duncan and Graham opposed a flashcut. Statf agreed that a flash-cut would eliminate 

many of the inequities and other problems associated with a phase-in, but noted that the cur’rcni 

phase-in is much shorter than the one in the 1996 version of the rules. 

NWE commented that the rule is unclear in regard to aggregation of loads and the definition 

of “customer,” and recommended that the rule clarify that, if a single site is over I MW, all lesser sites 

for the same entity also become eligible for competitive generation. NWE also noted that this 

Section does not allow any further aggregation once 20 percent of an Affected Utility’s 1995 system 
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2eak demand is reached, although inore 1 MW customers could be allowed, and that this provisior 

favors large ESPs that can provide incentives for aggregation at the earliest possible date . 

jenalizing customers who might not be prepared to aggregate in the early phases of competition 

Staff conceded that this Section currently does not require Affected Utilities to allow smal 

:ommercial customers to participate in the competitive market during the phase-in, but pointed OUI 

.hat all classes of customers will be eligible by January 1 ,  2001. Staff stated that this Section makes 

:lea that the eligibility of a customer’s load is to be determined at a single premise, and that smaller 

oads at other premises for the same entity are not eligible. Staff agreed with NWE that this Section 

1s currently written appears to favor 1 MW customers over aggregated 40 kWh customers, but that 

he intent of this Section was to give both groups of customers equal opportunity to particivate. Staff 

-ecomrnended that in order to clarify that 1MW customers should not be favored over aggregated 40 

cW customers, the sentence stating that additional aggregated customers must wait until 2001 to 

Ibtain competitive service should be deleted. 

TEP asserted that only customers with a 1 MW minimum demand should be eligible for r?‘ + 

iccess under Section 1604(A)(l) and (2), and that utilizing a single non-coincident peak has Llle 

:onsequence of expanding direct access eligibility beyond 20 percent of TEP’s 1995 system retail 

peak demand, thereby excluding some customers with loads in excess of 1MW. TEP also suggested 

that Section 1604 (A)(2) be modified to read that the 40 kWh criterion shall be met if the customer’s 

usage exceeds 16,500 LP‘h in any six months, instead of in any month, in the event peak load data 

are not available. TEP believes that this would better characterize a customer whose load usage is 

more consistently at least 40 MW or 16,500 kWh. Staff responded to TEP’s recommendations by 

stating that minimum demands should not be used to determine eligibility, which could exclude 3 

customer because of one particular month having a lower demand than usual. Staff also disagreed 

with TEP’s proposal to change one month to six months to determine eligibility of 40 kW customers 

because Staff believes there should be no increased restrictions on the eligibility of medium-size 

commercial custwers. 

In its responsive comments, TEP disagreed with Tucson regarding a flashcut and regar 

the 40kW minimum requirement for aggregation. 
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Analvsis: \Ern c L!r with Staff thJr TEP’s proposal to change one month to six months 

to determine eligibility of 40 kW customers should not be adopted. 

We do not agree with Tucson that the phase-in should be eliminated based on California’s 

experience that a only a limited number of customers are likdy to initially participate in the 

competitive market. The current phase-in schedule is not unreasonable and will allow the Affected 

Utilities to continue their current course of preparation for the commencement of full competition, 

We agree with Staff that deleting the last sentence of Section 1604(A)(2) would clarify that 

!MW customers should not be favored over aggregated 40 kW customers. This deletion is not 

substantive. 

Resolution: Delete the last sentence of Section 1604(A)(2). No other change is required. 

1604(A1(2) and (4) and 1604(B)(6) 

- Issue: In response to comments filed by ATDUG on June 23, 1999, and to the numerous oral 

comments made at the public comment 5earing on June 23, 1999, Staff proposed that these Sections 

be clarified regarding the ability of customers to aggregate or self-aggregate their loads, subject to the 

phase-in percentage limitations; and to clarify that eligible residential and non-residential customers 

may be aggregated together. Staff recommended modifying the first sentence of Section 1604(A)(2) 

as foliows: 

“During 1999 and 2000, an Affected Utility’s customers with single premise non- 
coincident peak load demands of 40 kW or greater aggregated by an Electric Service 
Provider with other such customers or eligible residential customers into a combined 
load of 1 MW or greater within the Affected Utility’s service temtory will be eligible 
for competitive electric services.” 

Staff a!so recommended reinserting the following after ‘‘compt titive electric senices”: 

“Self-Aggregation is also allowed pursuant to the minimum and combined load 
demands set forth in this rule.”; 

and adding the following sentence after the foregoing: 

“Customers choosing Self-Agwegation must ourchase their electricitv and related 
services from a certificated Electric Service Provider as provided for in these rules.” 

Staff recommended adding a new Section 1604(A)(4) as follo:.. s: 
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“Effective January 1, 200 1, dll Affected Utility customers irrespective of size will be 
eligible for Agmegation and Self-Annrenation Th,.se customers must purchase their 
electricity and related services fiom a certificated Electric Service Provider as 
provided for in these rules.” 

,taff also recommended a nev  Section 1604(B)(6) as follows: 

“Aaqreaation or Self-Aggregation of residential customers is allowed subiect to the 
limitations of the phase-in Dercentages in this rule. Customers choosing Self- 
Aggrepation must purchase their electricity and related services from a certificated 
Electric Service Provider as provided for in these rules.” 

Staff believed that the above changes would help clarify the original intent of the Rules to 

:quire certification of businesses that chooce to provide Aggregation services, while also allowing 

ustomers to combine load (“Self- Aggregation”) in a manner that will facilitate obtaining favorable 

ompetitive bids fiom ESP. Staff stated that the practice of Self-Aggregation could cut costs to 

ompetitors by having the customers themdves ;:rfom the functions of combining loads and 

eveloping purchase blocks. 

ATDUG replied that some of Staffs proposed language additions to Section 1604 “are 

mitten as to regulate the conduct of customers” and make it “appear that the Commission is tryinv to 

revent retail electric customers from buying power through aggregation or self-aggregation 

,alt River Project and other legitimate electricity suppliers that are not regulated by the 

:ommission.” ATDUG suggested that the Sections in question be rewritten so as to require ESPs to 

ell electricity to aggregated customers, instead of requiring that aggregated customers must purchase 

heir electricity from certificated ESPs. 

Analvsis: We agree with Staffs recommended changes. However, as written, proposed 

iection 1604(A) and Section 1604(B)(6) are redundant, as both state the requirement that custorricrs 

hoo>mg aelf-Aggregatim must purchase electricity from a -el tificated provicler. Consequently. n C‘ 

Nil1 adopt Staffs recommendation, with the exception of the second sentence in newly proposed 

Section 1604(B)(6). We do not agree that these changes will have the effect that ATDUG suggests. 

3ecause in order to ensure system reliability and consumer protectkn, a!’ ~ P S  providing competitive 

retail electric services in the service territories of the Affected Utilities must be certificated by the 
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Commiss;on. Further, we do not believe that requiring ESPs to provide designated services tc 

designated customers would encourage competition. 

The changes merely clarify the original intent of the Rules and are not substantive. 

Resolutim Modify Sections 1604(A)(2) and (4), znd Sectior, 1604(B)(6) as recommendec. 

oy Staff, with the exception of the second sentence of Staffs proposed Section 1604(B)(6) which is 

redundant. 

1604(B) 

- Issue: NWE suggested that the proposed limitations on residential participation will make the 

.esidential market unattractive to potential ESPs, but NWE did not make a specific recommendation 

>ther than that the Section should be “entirely revised.” ACAA proposed that the minitnum 

)ercentages for participation of residential customers be increded. Commonwealrh believes that i t  

;hould not have to obtain a customer list from its competing utility in order to market its services, and 

hat the waiting list of interested residential customers should be distributed to all ESPs. Staff 

.esponded that the percentage increases ACAA proposed are probably too small to have a major 

mpact on participation of residential customers. Staff stated that any lists of interested customers 

;hould be readily available to ESPs if the customers have given permission for their names and other 

nformation to be released, and stated that this Section does not preclude availability of such lists. 

.% 

Analvsis: We concur with Staff. This Section should be clarified with respect to the 

.elease of customer lists to ESPs. Such modification is not substantive. 

Resolution: Add the following to Section 1604(B)(L) after “manage the residential phase-in 

xogram”: 

“, which list shall promptly be made avaiiable .a ;ny certificaied Load-Serving ESP 
upon request” 

1604(C) 

- Issue: APS recommended that the words “such as” replace ”including” when refemng to rate 

reductions in this Section in order to clarify that this Section does not require a rate reduction. NWE 

commented that a mandatory rate reduction would be anti-competitive unless applied to al I customers 

mu that information about a rate reduction must be made available before competition begins. 
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Analysis: 

Resolution: No change is necessary. 

This Section as written does not require a rate reduction. 

R14-2-1605 “Competitive Services” 

- issue: Section 1605 requires a CC&N for all competitive services. AEPCO, Duncan, 

3raham, Trico, Navopache, and Mohave (collectively, “Cooperatives”) argue that this requirement 

:onflicts with Section 161 5(C), which allows distribution cooperatives to provide Competitive 

Services within their distribution service territories after January I ,  200 I .  The Cooperatives believe 

hat it was not the intent of Section 1615(C) to require them to obtain a CC&N in order to provide 

:ompetitive services within their distribution service territories. Staff agreed with these comments, 

ind recommended the following addition to Section 1605: 

“ExcePt as provided in Ri4-2- 1615(CL Competitive Services shall require a 
Certificate of Convenience and Necessity and a tariff as described in R14-2-1603.” 

Analysis: We concur with the Cooperatives and Staff that this Section should be 

nodified to clarify that the Cooperatives do not have to apply for a CC&N to provide Competitive 

iervices within their distribution service territories. 

ubstantive. 

Such modification adds clarity and i: 

Resolution: Revise Section 1605(C) as recommended by Staff. 

R14-2-1606 - Services Reauired to be Made Available 

I606(Al 

- Issue: APS propcsed that a sentence be added to state that a UDC, at its option. may provide 

standard Offer Service to customers whose annual usage is more than 100.000 kWh. Navopache and 

blohaic proposed additiond language to state that the UDC sId1 offer Standard Offer Service to thc 

,arger customers if the tariff covers the cost of providing the sewice and that the UDC could svck 

Zomnxsion approval for additional rate schedules to pro\ d e  such service. Commonwealth 

;uggcated that ESPs be alio-ved ‘ 3  bid on services furnished to Standard Offer customers. S‘..ff stated 

hat the Rules already allow UDCs to provide Standard Offer Service to customers with usage greater 

.han 100,OuO kWh, but UDCs will not he Providers of Last Resort for those customers, and that 

I 
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3ecause the Commission has determined that Standard Offer seivice is a Noncompetitive Service, 

ESPs cannot bid on Standard Offer Service. 

Analvsis: UDCs may offer Standard Offer Service to any customer, but as Staff pointed 

)ut, are not required .o offer Standard Offer Service to customers whose annual usage exceeds 

100,000 kWh. Competitive bidding on Provider of Last Resort services is not currently contemplated 

In the Rules, but the Commission may consider implementing such a process in the fbture when the 

:ompetithe generation market has developed. 

Resolution: No change is necessary at this time. 

1606(B) 

- Issue: Commonwealth proposed that power for Standard Offer Service be acquired through a 

Zompetitive bid process instead of through the “cpen nidi ket.” In addition, Commonwealth proposed 

that cooperatives not be excluded from the requirement of this Section. Tucson feels that the 

meaning of “open market” is not clear and proposed that power for Standard Offer Service be 

icquired “through a competitive procurement with prudent management of market risks, including 

management of price fluctuations.” TEP proposed that a purchased power adjustment mechanism 

should be allowed as a means for UDCs to recover costs of procuring power for Standard Offer 

Service. Staff agreed with Commonwealth and Tucson that power for Standard Office Service 

should be acquired through competitive bidding, and agreed with Tucson’s proposed language. Staff 

opposed the use of a purchased power adjustment mechanism because it would .educe the incentive 

for the utility to obtain reliable power sources at reasonable rates. Staff recommended that thc 

following sentence be added to Section 1606(B): 

“Standard Offer Service Dower shall be acquired through a competitive procurement 
with prudent management of market risks. including management of urice 
fluctuations. 

Staff further recommended that if the Commission does not adopt a comne:;+ive bid process, then the 

term “open market” should be defined in the Rules. 

Analysis: There appears to be some confusion concerning the meaning of the term “open 

market.” We do not wish to impose the constraints on energy procurement that would be associated 
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with a competitive bid process. Lonsequently, we will modify Section 1606(B) to clarify the term 

‘open market”. Our clarification is not substantive. 

Resolution: Revise Section 1606(B) by replacing “open market” with “an open, fair and 

ums-length : . ansaction with prudent management of market risks, including managzment of price 

fluctuations.” 

I606(C) 

- Issue: Navopache and Mohave proposed adding language to Section 1606(C)(2) which 

would prokide an exception to the requirement that Standard Offer Service be unbundled when 

wholesale power supplies are obtained on a bundled basis. Trico made a similar comment. APS 

mecommended that the prohibition of “contracts with tenn” in Section 1606(C)(6) be deleted or at 

east limited to cuslomets whose annual usage is 100,000 kWh or less because the prohibition 

mestricts customer options and imposes burdens on the UDC when large customers leave from or 

meturn to Standard Offer Service. Commonwealth suggested that UDCs be prohibited from offering 

my discount, special contract, or unique tariff to any particular customer, as these services wouIJ ‘7 

:ffect constitute Competitive Services. Commonwealth also opposed Trico’s proposal becaus . 
would prevent potential customers and competi tors from easily calculating Commonwealth’s 

xoposed “Generation Shopping Credit.” 

APS also recommended that an Affected Utility be allowed to submit for Commission 

approval a plan for unbundling Standard Offer Service that varies from the requirements of this 

Section. Commonwealth vigorously opposed APS’ suggestion that the utility develop its own 

unbundling and billing plan because a unified billing format should be available to all custorncrs 

?ornmonwealth proposed addition of the new definition ‘Generation Shopping Credit” to Section 

1601 and a new provision 1606(C)(3) to require that the “Generation Shopping Credit” appear on thc 

bills of those customers who opt for competitive generation as follows: 

“Simultaneously with the start date for the implementation of retail choice. each 
Affected Utility shall provide a Generation Shominn Credit on the bill of each retail 
customer of an Affected Utility that chooses to wrchase its electric generation service 
fiom an entity other than the Affxted Utilitv that provides its diqtnbution service. 

~~ 

The Generation Shomine: Credit shall be based on the Affected Utility’s full cost to 
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provide retail electric ger er; ttion service to each customer class. including but not 
limited to the cost of enerw, capacitv, ancillarv services. Must-Run Generating Units, 
all relevant taxes. reserves, transmission service (or the applicable indeuendent svstem 
administrator or independent systems operator). marketing. administration and general 
costs, and the apulicable rate of return on the energy, capacity, ancillary services, 
reserve?. Must-Run Generatinp Units, marketing. administrative and general costs, 
The Commission shall determine the approuriate level of Generation Shopuing Credits 
for each Affected Utility.” 

Commonwealth proposed the following definition be added to Section 1601 : 

“‘Generation Shoming Credit’ means the bill credit that will be afforded to each 
customerof an Affected Utilitv that chooses to purchase its electric generation service 
from an entitv other than the Affected Utility that provides its distribution service.” 

-. .- - 

Zommonwealth also proposed that 1606(C)(2)(a)( 1) and 1612(N)( l)(a) be amended to read: 

Seneration Shoppi,.& Credit”, and that Must-Run Generating Units should be deleted from 

1606(C)(2)(a)(3) as that cost component should be part of the Generation Shopping Credit. 

Staff argued that when possible, unbundled elements need to be standard across companies so 

hat comparisons can be made, and that APS’ suggested changes to Section 1606(C)(2) are 

innecessary because an Affected Utility can file for Commission approval of a waiver, if necessary. 

Staff stated that the intent of Section 1606(C)(6) is to prohibit tariffs for Standard Offer Service that 

xevent customers From accessing a competitive option, and believes that the prohibition against 

‘contracts with tern” is consistent with that intent. Staff stated that this Section should be made 

:onsistent with Section 1612(N), which identifies billing elements. Staff also stated that ancillary 

services should be identified as either variable costs or fixed costs. Staff therefore recommended that  

Section 1606(C)(2) t e  amended as follows: 

a. Elcctricitv: ‘I 

:: 1. Gener-t 
(2) Competition Transition Cnarge 
(3) Must-Run Generating Units 

I Itdudinn I?ncii’ irv Services (variable costs) 

b. Delivery: 
( 1 )  Distribution services 
(2) 1 ransmission services 
(3) Ancillary Services (fixed costs) 

C. Other: 

(1) Metering Service 
(2) Meter Reading Service 
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(3 J Eiilling and collection 

d. System Benefits” 

Staff also recommended that the date in Section 1606(C)(6) be made consistent with dates 

ippearing elsewhere in the Rules. 

In its responsive comments, Commonwealth stated that it is unclear what Staff means by 

’variable” ancillary services which are part of generation costs and “fixed“ ancillary services, which 

included in delivery costs. Commonwealth contended that all ancillary services relating to 

;eneration, both variable and fixed, should be included in the computation of the “Generation 

;hopping Credit.” Commonwealth argued that under its proposal, the distinction between a fixed and 

fanable ancillary service would not be a pathway for cost shiftins from generation to delivery 

harges. Commonwealth recommended that all ancillary services be included in both the Standard 

Iffer Service tariff provision (Section 1606(C)(2)) and the Billing provision (Section 1612(N)), 

inder “Generation Shopping Credit.” APS argued that because FERC classifits all ancillary services 

s transmission related costs, they should be included in the “delivery” category of unbundled hills. 

iPS contended that to modify Section 1606(C) as Staff proposed would be confusing ar. 

innecessary complication. 

In its responsive written comments, NWE proposed the following changes to Section 

606(C)( 2): 

Aearlv unbundled and idcntified in the filed tariffs: 

a. &ssmttyC omoetitive Services 

1. Standard offer tariffs shall include the following elements, each of which shall be 

, .  

( 1  ) Generation, which shall include a l l o s t s  and line 
w 
Competition I‘ransition Charge,.which shall include recovery of 
generation related reeuiatory assets 

(2) 

(3) Generation-related bi 11 in e and 

44 Transmission Services 
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(6)  ' leter - reading s e r - e  

4*m 7 tio a1 Ancillar W h2!1 ' 1 e * i 
d 

~ r e se rvi 
fi eauewv remonse 5 ervtce. an d e  nergy imbalance servic e 

. .  b. l h l i w y N o n - C w e t i t i  V e Services 

(1) Distribution services 

(2) 

@z) Reauired Ancillary services, which shall include s c h e d u u  
svstem 1 cont activ s I a d 
voltage control from eenera tion sources service 

Use of eeneratine units for must-run Dumses /3) 

t4) Svstem Benefit Chh Les 

Is! Distribution-related billing and collectiw 

c. 0 t h F  

I?\- 
. .  

i E a c h  of these unbundled elements 01 
thestandard offer Drice shall be clearlv identified on each customer bill. 

Analvsis: Standard Offer Service tariffs must be unbundled in a manner that permits 3 

neaningful comparison for consumers but not be cost prohibitive. Section 16OHCU4) provides that 

Jnbudled Standard Offer Service tariffs be cost-based. If an entity is not able to comply with the 

Jnbundling provisions, it may seek a waiver after notice and a hearing. 

For the most part, NWE' s proposal concerning unbundled Standard Offer Service appears 

reasonable and appropriately categorizes the various elements. NWE's proposed unbundled tariff 

elements present the existing categories in a logical manner and recognize that Ancillary Services 

may be either generation- or transmission-related. The Rule provides that the Commission must 
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tpprove all Standard Offer Service tariffs, and i t  is iY 4 y 1  the approval process that the Affected 

Jtility must demonstrate that costs are appropriately allocated. The process of unbundlink f 

rlements with Commission oversight and after public hearing, should alleviate Commonwealth’! 

,oncerns that costs may be unfairly shifted from generation to transmission. 

We believe, however, that the last sentence in NWE’s proposal requiring that each of the 

inbundled elements shall be identified on the customer bill is more appropriately addressed in 

iection 1613(K) regarding.billing elements. While we agree that customer bills for Standard Offer 

iervice must reflect all of the unbundled elements, we do not believe that the bill format must exactly 

iarallel the detail of the tariff because of the potential confusion for consumers. As long as all bill 

ormats are identical for all providers, and billing elements reflect the same underlying costs to 

iermit comparisons, bills should be as sim?k as r,oasible t3 read while providing the consumer with 

dequate information to make informed choices. 

Our modification provides additional guidance and detail into how tariffs should be 

nbundled, but it does not substantively alter the original provision that requires unbundled tariff. 

Resolution: Replace “AAer January 2, 2001” with “Beginning January 1, 2001”. Mob.,y 

606(C)(2) as follows: 

2. Standard Offer Service tariffs shall include the following elements, each of which 
shall be clearlv unbundled and identified in the filed tariffs: 

a. Competitive ServicesReehety: 

(1)  

(2) Competition Transition Charge, which shall include recovervc,f 

Generation, which shall include all transaction costs and line losses; 

generation rehied rePulatory zssets; 

(3) (V 
(41 Transmission Services; 

( 5 ,  Meterinn Services; 

<6, Meter Reading Services; and 
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(7) Outiona! Ancillary Services, which shal include spinning reserve 

service, suuulemental reserve, regulation and frequency response 

service, and energy imbalance service. 

b. Non-ComDetitive Services: Bekeq( 

( 1 ) Distribution services; 

(2) Rewired Ancillary services, which shall include scheduling. system 

control and dispatch service. and reactive s u ~ o l ~  and voltage c o w  

from generation sources service; 

. .  . 

. .  

(3) Must-Run Generating Units;- 

14) System Benefit Charges; and 

( 5 )  Distribution-related billinp and collection. 

C! ; 
(2 
/?\ 

. .  

d. - C- 

s* 

- issue: Staff recommended that Section 1606(C)(6) be modified to allow “economic 

ievelopment tariffs that clearly mitigate stranded costs” to be included in Standard Offer Scnicc. 

AECC urged the Commission to broaden the definition of Economic Development Tariff to provitic 

discounted tariffs to businesses for whom a discounted tariff would provide an economic benefit that 

would be in the public interest and ensure continued availability of jobs for Arizona citizens. At the 

public comment sessions, consumer and low-income groups expressed reservations about whether the 

implementation of such “Economic Development Tariffs” would be equitable. Commonwealth 

bc’;-ves Staffs proposal merges the “wires” bminess with the “generation” business and retains the 
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nonopoly configuration of a utility. Commonwealth opposes utility generation discounts or Xnq 

Ither special deals that drive up the distribution charges for all customers. 

Analysis: At the present time there is insufficient evidence in the record to adopt the 

iroposed ‘-Economic Development Tariff’ over the concerns and reservations expressed by 

epresentatives of captive Standard Offer Service ratepayers. It appears that if this tariff were 

Jlowed, it would be Standard Offer Service ratepayers who would be subsidizing this economic 

levelopment program. We are therefore reluctant to implement such a program without the guidance 

,f a cost-benefit analysis, and none was presented in the record to support this proposal. 

bthermore, the benefits this proposal seeks to accord should come as a natural consequence of a 

ompetition, with competitive rates becoming available to businesses. Indeed, approval of such a 

ariff for UDCs could thwart the growth of competition in the generation market and thercby actually 

lave an anticompetitive result. Absent the showing of any evidence to the contrary, we find that the 

roposed “Economic Development Tariff’ is neither necessary nor beneficial at this time and 

onsequently, we decline to revise Section 1606(C) as proposed by Staff. 

Resolution: No change is necessary. 

.606(D) 

- Issue: Trico recommended that the Unbundled Service tariff not include a Noncompetitive 

jervice tariff, but that instead, two separate tariffs should be filed. Staff responded that the 

Jnbundled Service tariff should reflect all components of services available, and that it will be less 

:onfusing to all parties if  Noncompetitive Services are included in the Unbundled Service tariff rather 

han filing two separate tariffs. 

In its rcsponsive comments NWE recommended adding the following modification to Section 

1606( D ): 
D. €+J&j !, !W , By the effective date of these rules, or pursuant to 

Commission Order, whichever occurs first, each Affected Utility or 
Utility Pisinbution Company shall file an Unbundled Service :;inif 
which shall include a Noncompetitive Services tariff. The Unbundled 
Service tan ff shall calculate the items listed in 1606KX2Xb) on the same 
basis as those Itw-nqare calculated in the Standard Offer tariff. 
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Analysis: NWE’s recommended modifications adcl clarity and should be adopted. The 

proposed modification is not substantive. 

Resolution: Modify Section 1606(D) as recommended by NWE. 

1606(G) 

- Issue: Commonwealth proposed that oral authorization, subject to third party verification. be 

allowed for the release of customer data. NWE commented that the customer should be able to give 

the data to whomever the customer wants, but did not suggest a change to the Section. Staff believes 

it is important that customer information not be released without written consent from the customer. 

because written authorization minimizes the possibility of third parties receiving customer 

information without customer consent. The AZCC, in public comments, opposed oral third-party 

verification, stating that it hasn’t been of benefit tc residaitial ccnsumers of telephone service. 

Analvsis: Because customer data belongs to the customer, we agree with NWE that the 

customer should be able to give the data to whomever the customer wants. For the reasons given by 

Staff, however, it is important that customer information not be released without the customer’s 

written authorization. The required written authorization to switch providers as required by Section 

1612(C) can also specify the customer’s consent for the release of the customer’s demand and energy 

data. For the reasons explained below under Section 1612(C), we are not convinced at this time that 

permitting oral authorization for the release of customer data with third party verification should be 

allowed. 

Resolution: No change is necessary at this time. 

1606(H) 

- Issue: Section 1606(H)(2) provides that rate: for Competitive Services and for 

Noncompetitive Services shall reflect the costs of providing the services. Trico suggested amendirig 

Section 1606( H)(2) to clarify that cost has nothing to do with competitive rates. Trico also suggested 

amending Section 1606(H)(3) to clarify that-flexible rates are limited to Competitive Services. Tnco 

further stated that Sections 1606(H)(2) and (H)(3) discrimidate between UDCs and ESPs. Staff 

asserted that it is uni-easonably restrictive to limit flexible pricing to Competitive Services. Staff 

noted that adjuster mechanisms, which are commonly used in monopoly regulation, are a form of 
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lexiblc pricing, with the niaxiniJlll rates subject to Commission approval. Staff stated that because 

;ection 1606(H) by its terms applies to both Competitive and Noncompetitive Services, then J 

liscrimination. 

-- Anal-fsrs: We concur with Staff. Competitivs tariffs are required to state a maximum 

ate, and the minimum rate cannot be below marginal cost. Accordingly, competitive rates are 

:learly related to cost. Section 1606(H)(3) allows downwardly flexible pricing if the tariff is 

lpproved by the Commission. This approval process provides a forum in which Trico may address 

iny particular concerns. 

Resolution: No change is necessary. 

U4-2-1607 - Recovery of Stranded Cost of Affected Utilities 

- 6 0 7 0  

7 issue: TEP urged the Commission to delete the reference to “expanding wholesale or retail 

narkets or offering a wider scope of permitted regulated utility services for profit, among others” as a 

nechanism for mitigating Stranded Cost. TEP belicves that most, if not all, new products and 

,ervices will develop in the unregulated, competitive market, and because the profits therefron, 

)e unregulated, the Commission will not require those profits to be used to offset Affected Utilities’ 

stranded Cost. APS contends that the definition of “Competitive Services” in Section 1601 “all but 

:liminates the possibility of an Affected Utility offering such additional services” as are referred to in 

his Section. Staff concurs with the resolution of this issue in Decision No. 61634 when TEP’s 

irgument was not adopted. and believes that TEP’s concern was adequately addressed in our earlier 

Sevision to this provision. 

Andlvsis: This provision requires the Affkted Utilities to take every reasonable, cost- 

Effective measure to mitigate or offset Stranded Cost. It does not, however, mandate any particular 

method for doing so. We agree with APS that the definition of “Competitive Services” precludes the 

Affected Utilities from offering those competitive services that their competitive affiliates may offer 

for profit. We also agree with TEP that unsubsidized profits from the activities of competitive 

affiliates of Affected Utilities will not be required to offset Affected btilities’ Stranded Cr--. 
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iowever, we do not believe that the inclusion in this Section of various options for mitigating 

Stranded Cost disadvantages the UDCs. 

Resolution: No change is required. 

l607(B] 

- Issue: Trico asked the Commission to insert the word “all” before “unmitigated Stranded 

Zests" to clarify that Affected Utilities are entitled to recover all of their unmitigated Stranded Costs. 

This issue was raised and rejected in earlier revisions of the Rules. We stand 

iy our earlier decision to reject this argument. We believe that the inclusion of the word “all” niay 

nfer that Affected Utilities are entitled to recover all Stranded Costs in all circumstances. 

Analvsis: 

Resolution: No change is required. 

l607(C) 

- Issue: Trico recommended that, after competition has been implemented, Affected Utilitie; 

)e required to file on ari annual basis the amount of the actual unmitigated distribution Stranded Cost 

ncurred. Staff responded that although distribution electric public service corporations may 

zxperience distribution Stranded Cost fiom competition, due to the dif‘ficulty in calculating such 

Stranded Cost prior to competition, it would be more appropriate to deal with those costs in rate cases 

for distribution electric public service corporations. 

Analvsis: We concur with Staff that there is no need for distribution electric public 

service corporations to make a distribution-related Stranded Cost filing with the Commission outsidc 

the confines of a rate case. 

Resolution: No change is required. 

16i 7\ F-GI 

- Issue: TEP urged the Commission to remove the exclusion of self-generated power from ~ h c  

calculation of recovery of Stranded Cost from a customer. TEP believes that this Section as written 

.% ill  increase uneconomic self-generation while increasing cost burdens on customers who purchase 

their power in the competitive marketplace. Staff disagreed with TEP that this Section will crzate 

significant problems, noting that although self-generation has been an option for customers even prior 
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to competition, significant problms of cost-shifting have not developed. TEP also requested addin 

the following language to the end of Section 1607(G): 

‘‘Subject to Commission approval, neither Section F or G of this Rule shall preclude 
an Affected Utilitv from implementinn stand-bv tariffs that recover aoDroDriate 
stranded costs or from providing other opDortunities to recover such resultant stranded 
- costs.” 

TEP argued this language is necessary to allow an Affected Utility, with Commissior 

ipproval, to implement stand-by tariffs or other mechanisms to recover Stranded Costs in the even1 

here are Stranded Cost recovery shortfalls resulting from conditions completely outside the control 

,f the Affected Utility. Staff opposed TEP’s proposal, characterizing it as transforming an 

bpportunity to recover Stranded Costs into a guarantee of recovery. In public comments, TEP 

:xplained that it wishes for customers who self-generate, but will be taking back-up service from 

TEP, to come under a maintenance and backup tariff, which would include some Stranded Cost 

ecovery. In the event self-generation raises a UDC’s distribution coats, such increase is 

ippropriately addressed in the context of a rate case. 

Analysis: We concur with Staff that TEP’s recommended language is not nece: 

Sections 1607(F) and (G) do not preclude an Affected Utility from filing tariffs that apply to 

naintenance and backup customers who may self-generate but will remain connected to the system in 

)rder to receive backup power. It is reasonable for such customers to pay a CTC based on the 

mount of generation purchased from any Load-Serving Entity. 

Resolution: No change is required. 

R14-2-1409 - Transmission and Distribution Access 

- Issue: NWE sJggested numerous language chanL => throughout this Section to emphaswc 

hat an Independent System Operator (“ISO”) will be “regional” in form and that the Arizono 

ndependent Scheduling Administrator (“AISA”) IS an “interim” organization. Staff responded i hat 

)ecause Section 1609(F) adequately describes the support of an IS0 being regional and the intent to 

ransition from the AISA to an ISO, NWE’s suggested addition of the descriptive terms “regional” 

md “intel im” in the numerous locations throughout this Section would be redundant. 

Analvsis: NWE’s concerns are adequately addressed by Section 1609(F). 
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Resoiutioo: ‘ k  rye is necessary. 

I609(B) 

- Issue: Navopache, Mohave, Trico, and APS contended that UDCs should not be required to 

mure that adequate transmission import capability is available td meet the load requirements of all 

iistribution customers within their service areas. Trico contended that such a requirement should 

ipply only to customers receiving Standard Offer Service From the UDC. Navopache and Mohave 

:ontended that the Section as written places an obligation with the UDC but fails to address cost and 

evenue responsibility. AEPCO, Duncan and Graham supported the modification or deletion of 

jection 1609(B). Navopache, Mohave and APS question Commission jurisdictional authority to 

.egulate a FERC jurisdictional transmission issue. As a solution, Navopache and Mohave suggested 

.eplaci,iZ the words “transmission import” with “distribution.” APS suggested deletion of this 

Section altogether because it “arguably extends to extra-high voltage (“EHV”) and other FERC- 

.egulated transmission systems as well.” APS further contended that a rule requiring UDCs to ensure 

rdequate EHV transmission import capability could eliminate or mask market forces that rightly 

hive plant-siting decisions by new market entrants or merchant generators. 

ATDUG suggested that additional clarity would result from the substitution of the words 

‘transmission and distribution import, export, and local operation”, for the words “transmission 

import” noting this would require a UDC to construct facilities to accommodate load growth. 

ATDUG noted that facilities subject to FERC jurisdiction would have regulations in place io 

determine available transfer capability (“ATC”) and assigned costs for increased system transfer 

requirements, but that this Section is silent as to how these issues will be faced for facilities subjcct to 

C‘ornm:ssion jurisdiction. ATDUG contended that additionLl1 safeguards are required to guarantec 

that ATC calculations are not used as a shield against competition. 

Staff responded that the advent of electric retail competition does not remove, eliminate or 

diminish the obligation of UDCs to ensure reliable delivery of distribution service to all retail 

customers and that this obligation does not extend exclusivel; to only Standard Offer Service 

customers, because the UDC is the Provider of Last Resort for competitive retail consumers as well. 

Staff stated that because the ability of a UDC to meet this obligation depends upon the adequacy of 
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its distribution system, local generation and its iI:fercb.,. -Lions with the bulk transmission syst-rn, 

this Section’s reference to transmission import capability is proper. 

Staff also pointed out that because the cost of distribution system improvements is recovered 

via the UDC’s distribution delivery charge, ensuring that such system adequacies are achieved doe! 

not imply that the UDC must absorb the full cost for required system improvements, and tha 

transmission providers recover transmission system improvement costs via a transmission deliver) 

charge. Staff stated that although such charges may be regulated by different jurisdictional 

authorities, adequate system delivery ob!igation remains a composite responsibility of the UDC and 

its interconnected transmission providers. 

For those reasons, Staff did not agree with suggestions to delete this Section or eliminate use 

of the words “transmission import” thereh S t ~ f f  did note, however, that the current rule fails to 

speak to the obligation of the UDC to provide an adequate distribution system as well as transmission 

capabilities, and recommended that this Section be amended to read as follows: 

“Utility Distribution Companies shall retain the ob!igation to assure that 
adequate transmission import capability and distribution system capacity is 
available to meet the load requirements of all distribution customers within 
their services areas.” 

Analysis: We concur with Staff that the advent of electric retail competition does not 

remove, eliminate or diminish the obligation of UDCs to ensure reliable distribution service to all 

retail customers, and not exclusively to Standard Offer Service customers. Because ‘he ability of a 

UDC to meet this obligation depends upon the adequacy of its distribution system, local generation, 

and interconnections with the bulk transmission system, this Section’s reference to transmission 

impon Capability does not exceed the Csnrnission’s juisliction. As in the past, the cost 01‘ 

distnbution system improvements are recoverable via the UDC’s distribution delivery charge, and 

transmission providers can recover transmission system improvement costs via transmission delivery 

charges. 

We will adopt Staffs recommended modification. We will not delete this Section as 

requested by APS, or eliminate the use of the words “transmission import” as suggestec‘ 

Navopache and Mohave, because the Commission has the authority and the obligation to mandate 
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that all distribution ratepayers in UDC service temtorks have access to generation provided by thl 

certificated ESP of their choice. However, we agree that distribution issues are closely tied tc 

transmission issues, and that ideally market forces, and not UDC decisions, should drive plant-sitin] 

decisions by ncw market entrants or merchant generators. We will tl- srefore modify this Section tc 

indicate that eventually, the obligation to assure adequate transmission import capabilities should res 

with the ISO, or in the event the IS0 does not become operational, by default with the AISA. OUI 

modifications do not substantively modify this Section. 

Resolution: Modify this Section as follows: 

“Until such time that the transmission Planning urocess mandated by R14-2- 
1609(DM5) is fully implemented, or until such time that a FERC-auuroved and 
operational IndeDendent System Operator assumes the obligations of the AIS 4 
as is contemulated by R14-2-1609(F), Utility Distri’cution Companies “hall 
retain the obligation to assure that adequate transmission import capability is 
available to meet the load requirements of all distribution customers within 
their services areas. Utility Distribution Companies shall retain the obligation 
to assure that adequate distribution system cauacity is available to meet the 
load requirements of all distribution customers within their services areas.” 

1609(D) 

- Issue: TEP proposed that transmission-owning Affected Utilities’ participation in A ISA 

formation be made optional instead of mandatory, and that the resulting optional-participation AISA 

should be given the latitude to determine whether the firnctional characteristics of the AISA 

contemplated by this Section are “appropriate.” To this end, TEP suggested that, because the A l S A  

Fhould determine what fhctions it must carry out as :ircumstances change over time, the t i w d  

“shall” should be replaced with the word “may” throughout this Section. NWE proposed rwiscd 

language that would limit the AISA role to that of a monitor or auditor without developing and 

operating an overarching statewide Open Access Same-Time Information System (“OASIS”). .4PS 

stated that the AISA should be limited to verifying rather than calculating the Available Transmission 

Capacity (“ATC”) for Arizona transmission facilities. Staff responded that the functional 

characteristics outlined for the AISA in this Section describe what is required to assure non- 
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jiscriminatory retail access in a robust and efficient electricity market, and that reducing or chanpini 

;uch functional characteristics could jeopardize the effective achievement of a fair and \. 

iiscriminatory retail market. Staff further stated that by filing with FERC, the AISA will become a 

egulated mtity that cannot indiscriminately change its fhctionality. 

Staff explained that two stages of development are envisioned for AISA: an initial 

mplementation and an ultimate implementation, and that the ultimate implementation includes an 

werarching statewide OASIS that will provide AISA with the technical ability to take an active role 

n the calculation and allocation of the ATC for the Arizcna transmission system. Staff explained 

hat this Section by necessity defines a fully developed AISA providing the necessary functional 

equirements in the absence of an ISO, and that the pace of IS0 implementation will dictate to what 

:xtent the A L A  becomes hl ly  developed before handing over its responsibilities and hnctions to the 

egional IS0 as contemplated by Section 1609(F). Staff therefore believes that the language changes 

uggested by TEP and NWE are not appropriate. 

Analvsis: It is essential that the Rules assure, in the event of any delay in the 

mplementation of the planned regional ISO, the fair and non-discriminatory transmission acces 

s essential to the development of a robust and efficient electricity market. We agree with Staffs 

:haracterization of the two stages of implementation of the AISA, and that this Section should remain 

n place as written. The role of the AISA should not be limited at this time in reliance on the planned 

tegional ISO, which has as yet has not been officially formed and is awaiting FERC approval. 

Resolution: No change is necessary. 

I609(D)(5) 

- Issue: APS and TEP contend that the transmission planning function required of AISA bv 

his Section is unnecessary, duplicates the efforts of the Southwest Regional Transmission 

tlssociation (“SWRTA’) and the Western States Coordinating Council (“WSCC”), and should bc 

jeleted. Staff stated that .iffected Utilities historically assumed the respoc4biliir, to plan 

ransmission expansion requirements, and that although SWRTA and WSCC do study the 

nterconnected EHV transmission jd. :?-.--’- capability to perform reliably under various forecast 

iperating conditions, the transmission system analysis functions currently performed by SWRTA 
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WSCC do not consider transmission alternatives to solvc local rlansmission problems. Staff further 

;tated that it should not be assumed that the transmission planning function accompanying a regional 

SO will address the transmission interface with local UDC distnbution systems. Staff agreed with 

WS’ and TEP’s aSsew,ient thdt because Section 1609(B) places that obligation with the UDC and 

ts transmission providers, AISA implementation of a transmission planning process as required by 

Section 1609(D)(5) would be redundant and unnecessary. Staff therefore recommended that this 

Section be deleted. 

Analysis: Due to our modification of Section 1609(B), this Section is not redundant, but 

s essential to assure that the transmission interface with local UDC distribution systems is addressed. 

Itherwise, we concur with Staff. 

Resolution: No change is necessary. 

I609(E) 

- Issue: APS contended that because APS has already filed a proposed AISA implementation 

)Ian on behalf of itself, AEPCO, TEP, and Citizens, Section 1609(E) is moot and should be deleted. 

VWE recommended inclusion of language in Section 1609(E) to require a proposed schedule for the 

ihased development of a regional ISO. Staff agreed that a proposed schedule for the staged 

levelopment of the AISA and its transition to a regional IS0 is needed, and that the AISA 

implementation plan should be updated and re-filed with the Commission folIowing final adoption of 

:hese rules, and recommended the following language changes to Section 1609(F): 

“. . . the schedule for the phased development of Arizona Independent Scheduling 
Administrator functionality and urouosed transition to a regional ISO; . . ,” 
Analysis: 

Resolution: 

We concur with Staffs recsmmendatiun. This modification is not substanti\ c. 

Make the changes to Section 1609(E) as suggested by Staff to reqiiirc‘ 3 

proposed resional IS0 transition schedule in the AISA implementation plan. 

1609(F) 

- Issue: Tucson expressed doubts as to the necessity of a regional ISO, which Tucson states 

may be more expensive than originally anticipated, and therefore recommended deletion of Section 

1609( F). 
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Analysis: Section lcdgiF)  directs the Affected Utilities to make good-fzith efforts tc 

The FERC has provided guidelines for IS0 formation to develop a regional [SO. 

nondiscriminatory access to the transmission grid. Section 1609(C) expresses the Commission’! 

support for a &egionai ISO. We do not believe that this provision as written overly burdens thc 

Affected Utilities, nor does it mandate the creation of an IS0 if it is not economically feasible to dc 

5 0 .  

Resolution: No change is required. 

1609(G) 

- Issue: APS wanted assurances that the Commission “will” authorize Affected Utilities to 

recover costs for establishing and operating the AISA or regional IS0 if FERC fails to do so within 

33 days of applicaticn with FERC. Staff recognized that the cost of organizing and implementing 

AISA and Desert STAR has been partially assumed by Arizona’s Affected Utilities, and that their 

timely recovery of such costs is a reasonable expectation. Staff stated, however, that this Section 

already accommodates such a cost recovery and therefore did not support wording changes in Section 

1609( G). 

Analvsis: We concur with StafK 

Resolution: No change is necessary. 

1609lI) 

- Issue: NWE recommended removal of language requiring AISA development of protocols 

for pricing and availability of Must-Run Generating Units, their presentation to the Commission for 

review and approval prior to filing with FERC, provision o f  such services by UDCs. and recovery of  

such fixed-costs via a regulated charge that is part of the distributian service charge. APS opposed 

NWE’s proposal. Staff recommended that this Section should be left intact, as the A1S.A is 

developing such protocols and is proceeding to comply with this Section as it is written. 

Analvsis: NWE’s comments do not provide the basis upon which its proposed changes 

are premised, and do not suggest an alternative method of developing protocols for the availability of 

services from Must-Run Generating Units. Generation Gam Must-Run Gerir;rating Units is esser“ - 1  
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:o maintain system reliability, m d  should therefore remain a Noncompetitive Service. Musr-Run 

Senerating Units should operate on a regulated cost-of-service basis. 

Resolution: No change is necessary. 

l609(J) 

- Issue: APS suggested deletion of this Section on the basis that the AISA will not address 

;ettlement protocols. Staff responded that the AISA is in fact addressing protocols for settlement of 

hcillary Services, Must-Run Generation, Energy Imbalance, and After-the-Fact Checkout in order 

.o shape and manage Schedbiing Coordinators' expectations of the settlement process, and that this 

Section should remain as written. 

Analysis: We concur with Staff. 

Resolution: No change is necessary. 

Former R14-2-1609 - Solar Portfolio Standard 

- Issue: Photovoltaics International, LLC encouraged the Commission to retain the Solar 

3ortfolio Standard and further stated that in selecting a location for its next solar manufacturing plant, 

t would look for a state with "appropriate encouragements for adoption of solar electricity 

generation." Similarly, the ACAA, Golden Genesis Company, and Robert Annan recommendecl the 

reinstatement or retention of the Solar Portfolio Standard (R14-2- 1609). Tucson also recommeiided 

that the Solar Portfolio Standard be retained, but indicated that it " ... may be desirable to modify the 

standard to make it more practical, but complete elimination of the solar requirements is poor public 

policy." Tucson expressed support of the Environmental Portfolio Standard as outlined in 

Commissioner Kunasek's April 8, 1999, letter "as a substitute for the Solar Portfolio Standard." 

Thcson suggested that tne Environmental Portfolio Stanuard "be fdrmulated to follow the intent o I' 

the Solar Portfolio Standard." The LAW Fund also recommended reinstatement of the Solar 

Portfolio Standard. However, the LAW Fund applauded the opening of a new docket on an 

Lnvironniental Portfolio Standard (E-00000A-99-0205), and stated that it will participate in the new 

docket. The Arizona Solar Energy Industries Association ("ARISELA") stated that the Solar 

Portfolio Standard "should have been retained in me Rules." ARISEIA further stated, however that I t  
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I 
;upports the new Environmental Portfolio Standard docket, which will “provide significant e c o v  *iic 

ievelopment opportunities, cleaner air and a brighter future for Arizona.” 

Staff provided the following comments: “Staff has been supportive of the Solar Portfolio 

standard since its inception in 1996. However, since the Amended Rules approved in Decision No, 

i1634 on April 23, 1999, did not include the Solar Portfolio Standard, it is problematic to attempt to 

seintroduce the standard at this point in the rule amendment process. To do so would be a 

‘substantive” change in the rules, in Staffs opinion, necessitating a re-commencement of the rule 

mendment process that might delay the start of competition. Staff believes that delaying the entire 

vies package would be neither prudent nor wise. 

“Staff does, however, agree with Tucson, the LAW Fund and ARISEIA that the new docket 

or the Environmental Portfolio Standard, as suggested by Commissioner Kunasek’s April 8, 1999, 

etter is an excellent vehicle to incorporate solar and other Clem technologies into the new 

:ompetitive market. In fact, Staff believes that the Environmental Portfolio Standard process, if 

jromptly handled, and followed by a supplemental rulemaking process, could add Environrr * 

’ortfolio Standard rules that could be in effect by January 1,2000.” 

Staff recommended no change to the rules at this time, but a continuation of the 

Znvironmental Portfolio Standard proceedings in the new docket. 

Analysis; We believe that the Environmental Portfolio Standard docket constitutes the 

)roper forum for copsideration of the costs and benefits of renewable energy requirements. and that 

he start of competition should not be delayed pending such consideration. 

Resolution: No change is required. 

R14-2-1611 - Rates 

1611(B) 

- Issue: NWE opposed the language in Section 161 1(B) regarding the filing of maximum rates, 

stating that the market will set the price of electric services and that in certain cases, the maximums 

may need to t e  exceeded. W E  also pointed out that this provision does not establish any time 

limitations for the Commission to approire such rates. Staff responded that the filing of maxir 
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-, legulatory practice in Anzona, and that the Commission has approve( 

maximum rates in conjunction with its approval of ESP applications. 

Analysis: We concur with Staff. 

&solution: No change is necessary. 

1611(C) 

- Issue: NWE stated that Section 161 I(C) is an unnecessary remnant of the regulatory regime 

that Arizona is now abandoning, and that it should be stricken in its entirety; but that if retained, stricl 

time limitations for such review should be required, and submitted contracts should be presumed 

valid unless disapproved under clear criteria within the established time period. Staff stated that this 

Section requires a Commission Order for contract mproval only if the contract terms deviate from a 

Load Scrvinr; Entity’s approved tariffs. Tucson stated that this Section should be deleted because i t  is 

unclear why competitively negotiated contracts should be treated differently before January 1,  200 1. 

than after that date. Trico recommended that because the word “terms” is ambiguous, the word 

”terms” should be replaced by the word “provisions” in the last sentence of Section 161 1(C). 

Coinmonwealth joined in the concerns of Tucson and Trico. Staff agreed that the word “terms” may 

be misconstrued to mean the length of the contract and recommended adoption of Trico’s proposed 

modification. 

Analysis: This Section places a reasonable requirement on Load-Serving Entities in order 

to allow the Commission’s Utilities Division to monitor the referenced contracts during the phase-in 

of competition. After January 1, 2001 all customers will have access to contracts with compet!ti\.c 

suppliers, and this monitoring will no longer be necessary for contracts that comply w i t h  rht. 

pmvisians of approved tariffs. It is reasonable that a Commission Order be required for approvul of 

contracts that deviate from approved tariffs, because to approve such contracts without Cornmission 

Order would render Commission approval of tariffs meaningless. We concur with Staff regarding the 

substitution of the word “provisions” for the word “terms.” 

Resolution: Replace the word “terms” with the word ‘‘p~~ovisions” in the last sentence of 

this Section. No other change is necessary. 

1611(D) 
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- Issue: Tucson recommended deletion crf the .La‘ sentence of this Section. Staff r e s p r  4-c 

that this Section affirms the fact that the referenced contracts no longer need to be filed wit. .,le 

Director, Utilities Division on or after January 1,2001, and recommended no change. 

Analvsis: We concur with Staff. 

Resolution: No change is necessary. 

R14-2-1612 - Service Quality, Consumer Protection. Safe&, and Billing 
Requirements 

1612(A-B) 

- Issue: Trico recommended that words “each paragraph” be replaced by the words “the 

ipplicable provisions” in the last sentence of Section 1612(A) because in this Section as well as 

Section 1612(B), there are numerous protisons d Sec1:ons 201 through 212 that are not applicable 

:o ESPs. Staff responded that ESPs are subject to all of the provisions of Sections 20: through 2 12, 

md therefore no change to Sections 1612(A) or (B) is necessary. 

Analysis: We concur with Staff. 

Resolution: No change is necessary. 

1612(C) 

- Issue: Commonwealth proposed that oral authorization, subject to third party verification, be 

allowed for the switching of service providers in lieu of the requirement of a written authorization. 

and that this Section be modified accordingly. Commonwealth argued that allowing third party orid 

verification would reduce costs for ESPs. Staff responded that a customer’s service provider should 

not be changed without written consent from the customer, because written authorization minimi;ces 

the possibility of being switched to other service providers without customer consent, and that there 

is no reason that this requirement would result in a delay of the transadon. In their oral comments, 

ACAA informed the Commission that it and other consumer groups have been communicating with 

Commonwealth regarding this issue, but that the consumer groups cannot yet end 

Commonwealth’s proposal. At the public comment session, Staff stated that written confirmation is 
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he bcst way to avoid any potential unauthorized switching of providers, or “slamming” problems that 

nay occur, and recommended no change. 

Analvsis: Arizona’s electricity consumers must be protected fiorn the practice of 

slamming” that is unfortunately an ongoing problem in tile deregulated long-distance 

elecommunications industry. In that industry, the third-party oral verification process is known not 

o be completely effective in preventing slamming. We do not believe that requiring written 

luthorization rather than third-party oral verification -will necessarily result in higher market entry 

osts for competitive ESPs. On the contrary, the requirement of written customer authorization will 

irovide protection for ESPs as well as for consumers, because it will result in fewer erroneous 

witches, which are costly for ESPs. In keeping with the intent of A.R.S. 9 40-202(C)(4), we will not 

nodify this Section as Commonwealth requests. 

Resolution: No change is necessary. 

- Issue: A.R.S. 9 40-202(C)(4) confirms the Commission’s authority to adopt consumer 

irotection requirements related to switching service providers. Several of the requirements appearing 

n A.R.S. 9 40-202(C)(4) are embodied in Section 1612(C), but some are not. 

Analysis: For consistency, clarity and certainty, Section 1612(C) should include the 

ipecific requirements and prohibitions relating to written authorizations to switch service providers 

hat appear in A.R.S. 9 40-202(C)(4). Such additions to the Rules are not substantive. 

Resolution: Modifj- Section I612(C) by adding the following after “switching the 

:onsumer back to the previous provider.”: 

“A - new provider who switches a customer without written authorization shall also 
refund to the retail electricity customer the enti.t amount of the customer’s electricity 
charges attributable to electric generatioil service from the riew provider for three 
months, or the Deriod of the unauthorized service, whichever is less.” 

Add the following after “the provider’s certificate.”: 

“The followinr?, requirements and restrictions shall applv to the written authorization 
form requesting electric service from the new movider: 

1 .  The authorization shall not contain anv inducements; 
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2. The authorizat.on qhall be in legible print with clear and 
plain languape confirming the rates, terms, conditions and nature of 
the service to be Drovided; 

3. The authorization shall not state or suggest that the customer 
must take action to retain the customer’s current electricity supplier; 

4. The authorization shall be ir, the same language as any 
promotional or inducement materials provided to the retai1 electric 
customer; and 

5. No box or container may be used to collect entries for 
sweepstakes or a contest that, at the saqe  time, is used to collect 
authorization bv a retail electric customer to change their electricity 
supdier or to subscribe to other services. 

- Issue: Commonwealth objected to the language in Section 1612(C) that authorizes UDCs tc 

iudit ESPs written authorizations to switch providers in order to assure that a customer switch wa: 

roperly authorized. 

Analysis: We agree that this provision could unnecessarily delay the switching process 

’he penalties for unauthorized switching should be adequate to deter intentional unauthonzed 

witching, which should preclude any need to audit written authorizations. 

:ommission’s Consumer Services Division has the regulatory authority to conduct such audits, and if  

UDC believes such an audit is necessary, the UDC should request that the Commission conduct an 

udit. A UDC, especially one with a competitive ESP affiliate, should not have the authority to 

onduct such audits itself. 

Resolution: 

However, 

Replace “has the right” with “may request that the Commission’s Consumer 

bervices Dhision”. Such modification does not substantively affect any entity’s right to an audit. 

- 612rE) 

- Issue: NWE recommended that this Section be redrafted to clarify that compliancc \ \ i th  

pplicable reliability standards is the responsibility of the scheduling coordinator, the IS0 or the S A .  

nu fh1.t notification of s~iied,.:ed outages is the responsibility of the UDC and sha ld  1i-t apply to 

SPs. Staff responded that ESPs should remain subject to the same applicable reliability standards as 

JDCs and recommended no chang 7 

Analysis: We concur with StaK 
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Resolution: No change is necessary. 

I61 2(EH) 

- Issue: NWE stated that the provisions found in Sections 1612(G) and (H) should apply only 

o UDCs. Staff responded that ESPs should remain subject to the same service quality provisions as 

he UDCs, and recommended no change. 

Analvsis: We concur with Staff. 

Resolution: No change is necessary. 

I61 2(1) 

- Issue: Tucson requested that Section 1612(1) be modified to clarify the time frames and 

:onditions that a customer that is being served by an ESP may return to Standard Offer Service. Staff 

;tated that it will be necessary for both the ESF: aiic! 'JDC to coordinate a customer returning to 

jtandard Offer Service through the Termination of Service Agreement Eirect Access Service 

Zequest (DASR) process, because once properly notified by the ESP, the UDC has the responsibility 

o ensure that the proper metering equipment is in place to serve a customer who is returning to 

standard Offer Service. Staff stated that the time Frames and the conditions that are included in 

Section 161 2( I) are therefore necessary and reasonable. Further, APS responded that Tucson's 

;uggestion fails to recognize the timing and coordination that may be necessary to return some 

:ustomers to Standard Offer if it is necessary to replace meter equipment. 

Analysis: We concur with Tucson that the timeframes in this Section are ambiguous 

:oncerning the timing for providing notice to return a customer to Standard Offer Service. We agree 

with Staff and APS, however, that in certain situations, whether appropriate metering equipment is in 

?lace can affect the transfer of service. Provided that the approprkte metering equipment is in place. 

we believe 15 days notice is adequate for a UDC to return a customer to Standard Offer Senice. 

Consequently, we adopt Tucson's proposed modification, with the exception of Tucson's proposed 

iieletion of the reference concerning the placement of appropriate metering equipment. 

Resolution: Revise Section 161 2(I) as fo:lows: 

Electric Service Providers shall give at least 5 days notice to their customer m&e-tk 2 of scheduled return to Standard Offer 
Service > 

. .  . .  . 
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Electric Service Providers shall provide 15 calendar d3vs notice prior to the next 
scheduled meter reading date to the aDDroDriate Utility Distribution Company 
regardinp the intent to terminate a service ameement. Return of that customer to - Standard Offer Service will be at the next r e d a r  billing cvcle if amropriate meterin 
eg i .x ,en t  is in place and the reauest is provided-15 calendar days prior to the n e 2  
regular read date. Responsibility for charges incurred between the notice and the next 
scheduled read date shall rest with the Electric Service Provider. 

161 2(K)(l) 

- Issue: Navopache and Mohave proposed adding a sentence to Section 1612(K)( 1) to allow 

LJDCs to recover costs associated with collecting and distributing metering data when UDCs provide 

netering data to an ESP or customer, and proposed adding the words “Utility Distribution 

Companies shall make available to the Customer or Electric Service Provider ail metering 

information and may charge a fee for that service. i ne  charge or fee shall reflect the cost of 

providing such information.” Staff pointed out that UDCs may request that the Commission approve 

this type of charge as a tariff item, and recommsnded no change to this Section. 

Analysis: We concur with Staff. 

Resolution: No change is necessary. 

1612(KM2) 

- issue: NWE contended that the Commission should not approve tariffs for meter testing, and 

that rather than establishing a set percentage of error, this Section should refer to a Commission- 

approved standard. NWE also suggested replacing “another” with “an“. 

Analvsis: This Section contains the Commission-approved standard of 2 3 percent as 

provided by Section 209(F). Tariffs for meter testing should be filed for approval by the 

Commission. NWE’s suggestion that “another” be re?ldced by ’‘i3.11.’ provides clarity Lclrd should be 

adopted. 

Resolution: Replace “another” with ‘‘g W’. No other change is required. 

16 12(KM3) 

- Issue: Staff stated that at the June 2, 1999 Metering Committee meeting it was proposed that 

the word “customer” be removed after the word “cmpetttive” and be replaced with “point -C 

delivery,” and deletion of the words “for each service delivery point.” Staff stated that the Metel 
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Zommittee had previously deteimined that each point of delivery be assigned a Universal Nodc 

[dentifier (“UNI”), and that because a customer could have more than one point of delivery, a UN1 

nust be assigned to each point of delivery. Staff recommended that this Section be modified using 

:he wording developed by the Metering Committee. 

Analvsis: 

Resolution: 

We concur with Staff. This modification is not substantive. 

Modify this Section as follows: 

3. Each competitive sttfterrtef point of delivery shall be assigned a Universal 
Node Identifier . by the !.$ected Utility or the Utility 
Distribution Company whose distribution system serves the customer. 

161 2(KM4) 

- Issue: NWE :ontended that the Utility Industry Group (“UIG”) should be required to 

somplete its standards at least 60 days before competition begins, and therefore proposed deleting the 

words “standards approved by the Utility Industry Group (UIG) that can be used by the Affected 

Utility or the Utility Distribution Company and the Electric Service Provider.” and replacing them 

with “UIG standards in effect at least 60 days before the onset of competition.” NWE alternatively 

proposed that in the penultimate line of this Section, “can” should be changed to “shall.” Staff 

responded that because the use of ED1 formats approved by WIG has been discussed by the Metering 

Committee, and all formats that are being used were already in effect earlier this year, NWE’s first 

proposed change is unnecessary. 

Analysis: We concur with Staff‘s reasoning regarding the first proposed change. and 

agree with NWE regarding its alternative proposal. This modification is not substantive. 

-- Resolution: 

:hange is necessary. 

161 2(K)(6) 

Change “can” t r  *‘ ’ ‘ I ”  in the pemiltiniate line of this Section. No c1tht.r 

- Issue: TEP proposed deleting the words “Predictable loads will be permitted to use load 

profiles to satisfy the requirement of hourly consumption data. The Affected Utility or Electnc 

Service Provider will make the determination if a load is predictable.” APS did not oppose allowing 

some “predictable load” to use load profiling in lieu of hourly consumption data, but believed that 
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this Section is unclear as to who may waive the requirements for hourly consumption data. AP:  

recommended changing the last sentence of Section 1612(K)(6) to provide that the “entity dewL .; 

the load profile shall determine if a load is predictable.” Staff responded that ESPs and UDCs an 

responsible for developing the load profiles for their respective customers and if they do not estimatc 

the load profile correctly, the AISA will require them to pay scheduling penalties. Staff believed tha 

U S ’  proposed language appropriately clarifies where this responsibility resides, and recommendec 

that APS’ wording be used. 

Commonwealth disagreed with Staffs and APS’ proposed modification as an additional 

bamer to entry and supported keeping the original language. Commonwealth argued that any ESP 

should be able to make its independent determination of whether or not a customer has a load i t  

desires to serve. TEP did not agree with the modifications proposed by Staff, Tucson and APS on the 

basis that they do not address the concerns TEP raised. TEP argued that loads are determined by an 

Affected Utility’s unmetered tariffs, so only the Affected Utility is in a position to determine whether 

load is predictable. % 

adequately address issues such as economic efficiency, system reliability, proper allocation of CMS 

to customers and proper allocation of costs to third-party suppliers. TEP strongly contended that 

until these issues are resolved, there is no justification to avoid the use of interval metering in favor of 

load profiling. 

TEP maintained that there are many reasons why load profiling fai’ 

ATDUG believed that some types of loads such as irrigation and other water pumping loads 

are inherently predictable and suggested the followirlg sentence be added: “The Commission w ~ l l  

identify categories of loads that are deemed predictable.” 

Analvsis: TEP states there are unresolved issues that argue against the use of load 

profiling in lieu of interval metering. However, TEP did not provide the rationale why these issues 

should prevent the use of profiling for predictable loads. We concur with Tucson, Staff and APS that 

it is reasonable to allow predictable loads to use load profiling in lieu of hourly consumption data. 

We agree with Siaff that because the entity determining whether a load is predictable or not will bear 

the respunsibility of paying any schediiling penalties stemming from inaccurate predictions, 
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APS’ proposed ianguacgP chould be adopted We do not believe that ATDUG’s suggestion that the 
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Zommission should identify categories of loads to be deemed predictable is necessary at this time. 

Resolution: Delete the last sentence of Section 1612(K)(6) and replace with “The Load- 

Such Serving Entity developing the load Drofiling shall determixe if a load is Predictable. ’ 

nodification is not substantive. 

I61 2(K)(6) and (7) 

- Issue: Commonwealth proposed that instead of the current 20 kW and 100,000 kWh limit for 

iourly interval meters, that a limit of 50 kW and 250,000 kWh be imposed for the use of hourly 

nterval meters. Tucson proposed that the 20 kW demand threshold be re-evaluated. Staff responded 

.hat 20kW was the appropriate cut-off for requiring hourly interval meters because customers over 20 

<W do not have easily predictable load profiles and use of load profiling for such customers can 

pesult in higher scheduling errors and cause the Load-Serving Entities to pay scheduling penalties 

which would be passed on to both thi Standard Offer Service and competitive consumers. APS 

sserted that Commonwealth has not provided a compelling argument why the threshold of 20kW, 

ieveloped by the working group, is not appropriate. Staff argued that the lower limit reduces 

scheduling errors and results in lower costs to the Standard Offer Service and competitive customers. 

Analysis: Section 1612(K)(6) provides a means for loads over 20 kW determined to he 

predictable by Load-Serving Entities developing load profiles to use those load profiles in lieu of 

interval meters. We concur that the 20 kW threshold, that was developed by the working group. 

should remain unchanged. 

Resolution: No change is necessary. 

1612(h1) 

- Issue: NWE recommended that Section 1612(M) be stricken in its entirety because h e  

Electric Power Competition Act (HB 2663) requires substantial statewide consumer outreach and 

education, and further informational programs by ESPs is unnecessary. Staff responded that the 

Commission has a duty to ensure that all customers throughout the state are well informed regarding 

electric competition and recommended that this provision renidin. 
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Analvsis: This provision provides the C-mission with the ability to ensure that 

:onsumers receive information about competition. 

Resolution: No change is necessary. 

1612(N) 

- Issue: Trico, Navopache and Mohave recommend that the language in Section 1612(N) be 

nodified to clarify that UDCs are not required to segregate Wholesale Power Contract bills which 

:ombine generation and transmission services. Staff responded that the Commission recognizes that 

listribution cooperatives may not have the ability to segregate Wholesale Power Contract bills which 

mndle generation and transmission services. Staff believed the proper remedy would be for the 

iffected distribution cooperatives to seek a waiver from this Rule. 

Analysis: We believe that the proper way to address the’tdistribution cooperatives’ 

:oncerns is through the waiver process rather than the revision of this Rule. 

Resolution: No change is necessary. 

7 Issue: NWE states that if an ESP is mandated by Section 1612(N) to provide the I +  1 

nformation on their billing statements, then Affected Utilities and UDCs should be mandateL -3 

provide such information that is in their control to the ESP in order to permit the ESP to meet its 

requirements. Staff responded that the billing entity will be responsible for providing this 

information on customer bills, and that the billing entity for direct access customers will be 

responsible for coordinating with UDCs, ESPs, and Meter Reader Service Provider., to provide this 

information. Staff therefore recommended no change to this Section. 

We concur with Staff. This information exchange should be covered in the Analvsis: 

Elccm service Proviaer Service Acquisitior, Agreement brsr .wen the ESP ana the UDC. 

Resolution: No change is necessary. 

- issue: Most commentators who addressed the issue of bill elements opined that they should 

be consistent with the unbundled tariff elements established in Scclioii *“6(C)(2). 

Analvsis: Bills should provide information to customers in a manner that is easily 

understood and that permits customers to compare the price of the various services. We believe 

the format established in our revised Section 1606(C)(2) concerning unbundled tariffs provides a 1 
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good framework for delineating bill elements. We agree with the Residential Utility Consumer 

3ffice's comments to a past version of these Rules that consumers likely are not interested in and 

nay be confused by too much detail on the bill. Consequently, we believe that certain elements that 

ue broken down for tariff purposes are better combined when presc xed on the bill. 

Our modifications to this Section, while providing additional direction to the affected entities 

ind clarity for consumers, are not substantive changes from the original provision. 

Resolution: Revise Section 1612m) as follows: 

1. 

2. 

3. 

4. 

. .  
Competitive Services -: 

a. 

b. Competition Transition Charge, and 

C. Transmission and Ancillarv Services 

Generation, which shall include generation-related billinn and collection; 

m; 
d. Metering Services; and 

e. Meter ReadinP Services. 

Non-Competitive Services D e k % y m & :  

a. Distribution services, including distribution-related billing and collection, 

rewired .4ncilIarv Services and Must-Run Generating Units; and 
. .  

b. System Benefit Charges. 

Regulatory assessments; and€"&&+ 

Q Ir. 

b. 
. .  e--- 

$. 

.. Applicable taxes. 

R14-2-1613 - Recortine Requirements 

- Issue: NWE recommended that this entire Section be deleted because NWE believed that the 

reporting requirements are regulatory in nature with no pro-competitive justification, and that the 
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requirements will harm consumers by raising costs, as ESPs will be forced to hire employees w ! , ~  

sole purpose is to fulfill these reporting requirements. TEP questioned the need for the amc 

nformation this Section requires, arguing that the amount of information will be difficult to compilt 

md will increase the costs that, ultimately, customers will be required to pay. 

Staff responded that the reporting requirements a e  necessary for the Commission to monitoi 

md determine that the bond and insurance coverage amounts are adequate to protect consumers, 

ncluding customer deposits and advances. Staff contended that the reports required by this Section 

will also furnish the Commission with valuable information in assessing the competitiveness of the 

:lectricity market in Arizona. 

Analvsis: We agree with Staff that the information required by this Section is very 

{aluable to the Commission, especially in the early stages of cornpttition, and that the information is 

~lso needed to ensure continued consumer protection via bonds and insurance. 

Resolution: No change is necessary. 

R14-2-1614 - Administrative Requirements 
1614(A-C) 

- Issue: NWE repeated its suggestion that there should be no requirement to file maximum 

rates, and therefore proposed deletion of these Sections 1614 (A), (B), and (C). Staff responded that 

ESPs are public service corporations, for whom the Commission is lawfully authorized to establish 

just and reasonable rates. Staff contended that the filing of maximum rates, subject to discount. and 

the filing of contracts are the means by which the Commission has decided to exercise its jurisdiction. 

Evaluation: We concur with Staff. 

Rxolution: hu cha:-,;: is necessary. 

161 -NE) 

_L Issue: ACAA suggested additional language which would further define spec1 t?cs 

iIr.mllnding the Consclmer ?ducation Program. ACAA would have this Sectloti :pecifically 

reference adoption of a funding plan, specify that the adopted Consumer Education Program is to be a 

model, and require Affected Utilitips tn conform to the adopted plan. Staff responded that this 
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Section as currently written will accommodate the concerns 2’ .:, issed by ACAA, and recommendec 

no change. 

Analvsis: We believe that ACAA’s concerns will be addressed when the Commissioi 

adopts the Consumer E !ucation Program required by this Section. 

Resolution: No change is necessary. 

R14-2-1615 - Separation of Monopoly and Competitive Services 

1615(A) 

- Issue: Section 1615(A) requires all competitive generation and Competitive Services to be 

separated from an Affected Utility prior to January 1, 2001. Such separation shall either be to an 

unaffiliated party or to a separate corporate affiliate or affiliates. Commonwealth asserted that all 

generation assets, except for Must Run Generating Units, should be sold at market value to third 

parties. Commonwealth also suggested that an Affected Utility’s competitixre affiliate should be 

precluded from acquiring generation assets unless it is the highest bidder at auction. Commonwealth 

believes that, without the requirement of a sale at market value, the UDCs will be able to manipulate 

values and shift costs from Competitive Services to Noncompetitive Services. 

Staff responded that Commonwealth’s proposal to require generation assets to be divested 

through a market auction is in direct conflict with Decision No. 61677, the Commission’s Stranded 

Cost order, which treats divestiture as an option, not a requirement. Staff pointed out that pursuant to 

Section 1615(A), the asset transfer shall be at a value determined by the Commission to be fair and 

reasonable, and that accordingly, the asset transfer will not occur outside of Commission oversisht. 

Staff furtl,LI ,,,ted that Commonwealth’s concerns regarding cort shifting betweerl UDCs and thcir 

affiliates may be addressed through the Code of Conduct required by Section 1616 and through 

subsequent UDC rate cases governing Noncompetitive Services. 

Commonwealth asserted that Section 1615(A) should be cla-if,:d by deleting the word 

“competitive”, thereby requiring all generation assets except for Must-Run Generating Units to  be 

separated from Affected Utilities prior to January 1,  2001. Staff responded that the definition of 

“Noncompetitive Eervices” clearly excludes generation services, except for Must-Run Generating 
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Units, 

Must-Run Generating Units. Staff recommended against adoption of Commonwealth’s sugr 

modifications to this Section. 

that it is therefsre .-tr that competitive generation includes all generation except for 

1 

-- Analv is: 

Resolution: No change is necessary. 

- Issue: Section 1615(A) requires Affected Utilities to transfer their generation assets by 

lanuary 1, 2001. TEP suggested changing this date to January 1, 2003 to accommodate lease and 

3ond restrictions that may interfere with TEP’s ability to comply with the 2001 deadline. Staff 

mesponded that the Rules already provide an avenue in which a public service corporation may 

mequest a waiver to the rules, and that while TEP’s individual Circumstances may justify a case- 

ipecific waiver from the proposed deadline, these circumstances do not justify an amendment to the 

Rules. 

We concur with Staff. 

Analysis: We believe that TEP’s concerns are best addressed through a waiver rather 

han a redrafting of this rule. 

Resolution: No change is necessary. 

- Issue: Section 161 5(A) allows Affected Utilities to transfer competitive generation assets to 

iffliates. TEP suggested adding the word “subsidiary” because it believes that transfer to a 

subsidiary may under some circumstances be less costly than transfer to an affiliate. Staff responded 

that in Decision No. 61669, the Commission clearly indicated its intent to require transfer to an 

affiliate, instead of a subsidiary. and that TEP’s suggestion conflicts with the Commission’s clearly 

established intent. ATDUG expressed grave conccms 

dbout the effectiventss of “separation” if the transfer of generation assets is allowed to affiliates. 

Staff therefore recommended no change. 

Analysis: We agree that the requirement that competitive generation assets atid 

Competitive Services be separated to an unaffiliated party or to a separate corporate affiliate or 

affiliates, will provide greater protection against cross-subsidization than would separation to a 

subsidiary. 

Resolution: No change is necessary. 
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- Issue: APS argued that tile separation from the UDC of metering, meter reading, billing, and 

;ollection required by Section 1615 is not necessary, appropriate, or to the benefit of consumers or 

he competitive market. APS proposed amending Section 1615 to allow UDCs to offer non- 

generation related Competitive Services without divesting such functions to affiliates. AECC 

Ipposed APS’ proposal. Staff responded that Affected Utilities, such as APS, currently have 

;ubstantial market power by virtue of their status as incumbent monopolists, and that the prospective 

:ompethive market will benefit by the creation of a level playing field for new market entrants so that 

:ompetitors will have an incentive to enter the market. Staff therefore recommended no change to 

his Section. 

Analvsis: We concur that separation of monopoly and competitive services by the 

ncumbent Affected Utilities must take place in order to foster development of a competitivc market 

in Arizona. 

Resolution: ;do change is necessary. 

I61 5(B) 

- Issue: Section 1615(B)(l) recognizes that UDCs may provide meters for Load Profiled 

customers. APS proposed clarifying this Section by substituting the phrase “Meter Services and 

Meter Reading Services” for the word “meters.” Staff supported APS’ proposal as it uses defincd 

terms in place of an undefined term. 

Analvsis: We concur with Staff. This modification eliminates ambiguity and is not 

substantive. 

Resolution: Delete “meters” and replace with ”Meter Services and Meter Readrny 

Se. vices“. 

161 5(C) 

- Issue: Section 161 5(C) allows distribution cooperatives to provide competitive electric 

>ervices in areas in which they currently provide service. AEPCO, Duncan, Graham, and Trico 

suggested amending this Section to allow the distribution cooperatives to provide competitive 

services in any areas in which they wiii be providing Noncompetitive Services now or in the future. 

Staff responded that Section 161 5(C) was intended to allow distribution cooperatives to provide 
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competitive services within areiis in which they are providing distribution services, and that becausc 

distribution service territories change, it would be sensible to drafi the rule in a mannt . 

recognizes this. Staff therefore recommended deleting the phrase “the service territory it had as o 

the effective date oi these rules” and replace it with “its distribution service ierritory.” 

Analvsis: 

Resolution: 

We agree with this nonsubstantive modification. 

Replace “the service territory it had as of the effective date of these rules” with 
9. “its distribution service temtory !. - I  

- Issue: Section 1615(C) states that a generation cooperative shall be subject to the same 

limitations to which its member cooperatives are subject. AEPCO argues that a generation 

cooperative, such as AEPCO, does not have a geographic service temtory and does not have 

distribution customers. AEPCO further argued that, because it is not a distribution cooperative, it is 

not eligible for the exemption contained in this Section, and is therefore subject to all the 

requirements contained in Sections 161 5(A) and (B). AEPCO therefore recommended deleting the 

last sentence of Section 1615(C). Staff agreed with AEPCO. 

Analvsis: The intent of this provision was to preclude a generation cooperative c 

competitive affiliate from providing power in the competitive market before the territories of its 

member distribution cooperatives were open to competition. The reference here is misplaced and we 

agree it should be removed. The timing for AEPCO’s competitive affiliate to begin providing 

Competitive Services !-:ill be addressed by Commission order in AEPCO’s Stranded CostAJnbundled 

tariff proceeding. 

Resolution: Delete the last sentence of Section 161S(C). This change is not substantive. 

R14-2-1616 - Code of Conduct 

- Issue: Commonwealth, Tucson, AECC and Enron Corp. (“Enron”) opposed the 

Commission’s elimination of the Affiliate Transaction rules (formerly R14-2-1617). AECC joined in 

and fully supported the separately filed comments of Enron and submits that the Electric Competition 

Rules must contain Affiliate Transaction rules to provide consumers appropriate safeguards in the 

comptdve  marketplace. Enron claimed that the Affiliate Transaction rules should be designe.’ 

prevent Affected Utilities from abusing or unfairly exerting market power due to their inherent i z r r d  
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' :,:orical monopc:- p in Arizona. mron argued that at a minimum, the above concerns 
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would be reduced if Affected Utilities and their marketing aMiliates are required to operate as 

Ieparate corporate entities, keeping separate books and records. Enron indicated that market power 

:oncerns have been heightened recently because of the Cornr~iission's approach to Stranded Cost 

vhich does not require Affected Utilities to divest generation assets, thereby leaving Affected 

Jtilities with tremendous competitive advantage and market power. Enron identified the potential 

ibsence of uniformity among the Affected Utilities' Codes of Conduct as a problem resulting in the 

3 P s  having to guess which types of activities are allowed for each individual Affected Utility and its 

tffiliates. Commonwealth recommended that the Code of Conduct should preclude any Affected 

Jtility from offering competitive services through an affiliate until a Code of Conduct has been 

ippro-zcd by the Commission, after notice, comment, and hearing. Tucson urged the Commission to 

)romulgate A\ffiliate Transaction rules with sufficient detail to assure the public that there is adequate 

zommission oversight of these relationships, Commonwealth stated that the Code of Conduct should 

lot displace Affiliate Transaction rules or guidelines. Commonwealth suggested that, if the Affiliate 

rransactions rule is not reinserted back into the rules, an alternative seven pages of guidelines for 

4ffected Utilities and their competitive affiliates should be incorporated within the Codes of Conduct 

if each Affected Utility. 

TEP disagreed with the comments of AECC, Tucson and Commonwealth regarding the re- 

adoption of the Affiliate Transaction rules, prefemng the flexibility of a Code of Conduct. TEP 

irgued that contrary to Enron's assertion, the requirements that Affected Utilities transfer their 

generation assets to a separate affiliate and that Standard Offer Service generation be procured in the 

speri nlarket. will mahr it  impossible for the Affected Uti:i'y to favor its generation affiliates to the 

jetnment of other ESPs. Tnco and AEPCO, Duncan and Graham believed that each entity that 

would be subject to the Affiliate Transaction rules is unique and the parties advocating their 

reinstatement have not provided adequate reasons why an individually tailored Code of Conduct 

subject to Commission review and approval is not a satisfactorv solution. ATDUG believed that 

Affected Utilities should not draft their own Code of ConducL without, at a miniiiium, a guideline or 

standard. 
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Staff responded that a Code of Conduct for Af‘ ,J Utilities and their affiliates IS nece---n 

n order to ensure the development of a robust competitive market. Staff believed that, while it . .a 

sential  for all Affected Utilities to have identical Codes of Conduct, it is desirable for each Code o 

:onduct to address certain significant issues. Staff stated that in the absence of some minimal degrec 

if uniformity, parties will be uncertain as to the rules governing the Arizona market, and enforcemeni 

If these issues will be difficult. Staff therefore supported amending Section 1616 to require each 

4ffected Utility’to address certain minimum standards in its Code of Conduct. 

Staff recommended making the following changes to Section 1616: 

No later than 90 days after adoption of these Rules, each Affected Utility which plans 
to offer Noncompetitive Services and which plans to offer Competitive Services 
through its competitive electric affiliate shall propose a Code of Conduct to prevent 
anti-competitive activities. Each Affkctd Utility that is an electric cooDerative. that 
plans to offer NoncomDetitive Seivices, and that is a member of anv electric 
cooDerative that plans to offer ComDetitive Services shall also submit a Code of 
Conduct to prevent anti-comnetitive activities. All Tke Codes of Conduct shall be 
subject to Commission approval. 

The Code of Conduct shall address the following subjects: 

- 1. b r o o r i a t e  procedures to prevent cross subsidization between the Utility 
Distribution Cornuanv and any comDetitive affiliates; 

- 2. Appropriate procedures to ensure that the Utility Distribution Company’s 
competitive affiliate does not have access to confidential utilitv information that is 
not also available to other market particiuants; 

- 3. Appropriate guidelines to limit the ioint em~lovment of oersonnel by both a Utility 
Distribution Companv and its competitive affiliate; 

4: Appropriate guidelines to govern the use of the Utility Distribution Companv’s 
name or IOW by the Utility Distrjbution Cornpall- ‘s curnpetitive dfiliate; 

L Appromiate Procedures to ensure that the Utility Distribution Comuany does not 
give its comuetitive affiliate any unreasonablv preferential treatment such that 
other market uarticipants are unfairly disadvantaged; 

- 6. ApproDriate Policies to eliminate joint advertisinp ioint marketing. or ioint sales 
by a Utility Distribution ComDanv and its competitive affiliate; 

- 7. ADuroDriate Procedures to govern transactions between a Utility Distribution 
Company and its competitive affiliate; and 
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- 8. Appropriate policies to prevent the Utilitv Distribution Company and its 
competitive affiliate from representing that customers will receive better service as 
a result of the affiliation. 

Analvsis: Nearly all parties providing comments on this issue suggest that the entire 

Affiliate Transactions rule (formerly R14-2-1617) be reinserted back into the proposed rules. Others 

suggested rewriting the current Code of Conduct, R14-2-1616, to include specific appropriate 

Affiliate Transactions rules. We believe that to promote competition it is critical to have a statewide 

standard for the Codes of Conduct. We believe that Staffs recommended guideline for Code 01 

Conduct content is reasonable and will promote competition within the state while at the same time 

providing flexibility for individual Affected Utilities. 

Resolution: Modify Section 1616 as recommended by Staff, adding clarification that 

approval shall occur after a notice and a hearing. Staffs recommended moGfication provides 

additional detail as to what is expected in a Code of Conduct, but does not substantively change the 

affect of this section. 

R14-2-1617 - Disclosure of Information 

- Issue: NWE and TEP proposed that this entire Section be deleted. APS proposed that only 

Load-Serving ESPs, and not UDCs, should be required to disclose infomation to consumers. Trico 

proposed that a new Section be added stating that the UDC would not be required to furnish the same 

information as provided by a Load-Serving Entity. AEPCO, Duncan and Graham believed that 

mandating a "guess" about the characteristics of the resource portfolio will not improve the value of 

data provided to the customer. 

ACAA proposed that information about the resource mix be readily available to residential 

consumers without any acquisition barriers. Tucson expressecl concern that this Section requires 

information about the resource portfolio to be provided only upon request and stated that experience 

in other states has shown that consumers "prefer a more environmentally sound mix of resources rhan 

traditional suppliers have in their portfolios." Tucson believes that since the information would have 

to be developed in case someone requested it, the only rationale for not providing it automatically 

would be to hide the resource mix. The LAW Fund pointed out that by not requiring disclosure about 

resources, Arizona consumers will be not be informed about their choices and will be at a 
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disadvantage in comparison to those in other mstern states. Commonwealth asserts that it has fou;,; 

that many customers desire the option to purchase generation from environmentally-coml 

sources. Commonwealth supported the disclosure requirements and urged that it be reinstated in the 

Rules. 4PS believed that market forces would' operate to provide consumers with information 

concerning resource mix, and that mandatory disclosure adds unnecessary costs 

Staff stated that consumers are entitled to receive information so that they can make informed 

choices, and that research conducted in other states indicates that consumers want information on 

generation resources. Staff argued that all ESPs providing generation service and UDCs providing 

Standard Offer Service should be required to disclose generation resource information as part of the 

consumer information label, and not only upon request. Staff recommended restoring Sections 

161 7(A)(4),(J, and (6), and deleting Section 1617(B). Staff also recommended inserting "providing 

either generation service or Standard Offer Service" after "Load-Serving Entity" in Section 16 17(.4). 

Analvsis: We agree with those entities who advocate for the disclosure of a Load- 

Serving Entities' resource portfolio characteristics. However, we are also concerned about the costs 

to Load-Serving Entities and question the need to include this infomation, which may or may n 

available, in all marketing materials. There are going to be a significant number of customers who 

are interested in this information. Because Load-Serving Entities will have to prepare the 

information concerning the resource portfolio in anticipation of customer requests, we do not believe 

that they will be able to hide the information, and further, market forces will work to disseminate this 

in fo .m at ion. 

Resolution: Except to add Staff's clarifying language. we do not believe that further 

mod: fication is necessar;.. Insert "providing either generatioit service or Standard Offer Service" aftcr 

Load-Serving Entity in Section 161 7(A). This modification is not substantive. 

1617(G) 

- Issue: Common.vea1:'. proposed that the word "written" be deleted from Sertio,. 1617(G)(2) 

because it believes third-party orally verified customer authorizations should suffice. Staff reiterated 

its belief that a customer's servic- y v r ; d - r  should not be changed without written consent from th- 
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xstomer because written authorization minimizes the possik'': 6 J  of being switched to other servicc 

woviders without customer consent, and therefore recommended no change to this Section. 

Analysis: We concur with Staff. 

Resolution: 40 char?ge is required. 
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